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-ONE GUESS WHAT NAME IT 


Tuts page needs no signature. 

Even the car itself dares to carry no name- 
plate. For there is no mistaking the identity 
of “America’s most powerful, most lux- 
urious motor car.” 

No other car built in America today offers 
you the performance of a precision-built, 
160-horsepower engine. 

No other car offers you such delightful 
smoothness, such roadability, and so broad 










AMERICA’S MOST POWERFUL, MOST LUXURIOUS MOTOR CAR 


130-HP EIGHT 


a range of luxury appointments. 

This car shares its distinctive styling and 
engineering with no other car of lesser name. 
It is the proudest achievement of America’s 
oldest builder of fine motor cars. 

At home, and in the far corners of the 
world—for 49 years—its famous ‘“‘face’’ has 
been the symbol of the very finest expres- 
sion of American craftsmanship. 


One guess what name it bears! 


145-HP SUPER EIGHT 


BEARS! 
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Carbon Blacks of quality 
— such are UNITED 
BLACKS. Dependable in 
performance, UNITED 
BLACKS are the result 
of exacting research, ex- 
pert and ingenious proc- 
esses of manufacturing. 
UNITED CARBON 
COMPANY is the pro- 
ducer of both channel and 
furnace blacks, which 
meet the most rigid re- 
quirements in the rubber, 
paint, paper and ink in- 
dustries. 


UNITED BLACKS ARE AVAIL- 
ABLE THE WORLD OVER 


UNITED CARBON COMPANY, IN¢ 


Y 
V, 
3 CHAR N, 27.W. VA 
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COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held January 12, 
1949, declared a quarterly 
dividend of $1.06% per share 
on the $4.25 Cumulative Pre- 
ferred Stock of the company, 
payable February 15, 1949, 
to stockholders of record 
February 1, 1949. 
A. SCHNEIDER, 
Vice-Pres. and Treas. 




















RAYONIER 
IMCORPORATED 
PRODUCER 
OF HIGHLY 
PURIFIED 

wooD 
CELLULOSE 








The Board of Directors 
has declared a regular 
quarterly dividend of fifty 
cents (30¢) per share on the 
Common Stock, payable 
February 15, 1949, to stock- 
holders of record at the 
close of business January 


28, 1949. 
EDWARD BARTSCH 
President 
January 12, 1949 
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PHARMACEUTICAL DIVISION 
Crystalline Penicillin G 
Tablets Buffered Penicillin 








Penicillin Troches 
Soluble Tablets Penicillin 
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: Procaine Penicillin G 
INDUSTRY : Bacitracin i 
Bacitracin Ointment 
Kwell* Ointment 
Choline Bicarbonate 
INDUSTRIAL DIVISION MEDICINE 


Alcohol—pure and denatured 





Acetone 
Alkaterge-C 
2-Amino-2-methyl-1-propanol 


Amy! Acetate 
Butanol 
Butyl Acetate : 
Butyl Lactate 
Butyl Stearate 
Dt Pia SERVES MANY FIELDS 
Diethyl Maleate 
Dimethylamine 
Dry Ice 
Ethyl Acetate 
Ethyl Formate 
Formaldehyde Makers of over 200 products, CSC has been a 


lsopropylami F : A . F 
ee pacemaker in biologic and synthetic production 


Methanol 
ieee: sed for many years. Its variety of interests and diver- 
Quakersol* \ 
Shellacol* sity of products are the logical and inevitable 
on tel Ps Tributyl Phosphate 
ane Sa Trimethylamine result of continuous research and expansion. 


AGRICULTURAL DIVISION 
AGRICULTURE Anhydrous Ammonia 
Choline Chloride 
Distillers’ Dried Grains 





Listed here are principal products made by CSC. 


Benzene Hexachloride Good tke 
Riboflavin Feed Supplements — => 
SPECIALTIES DIVISION 
Nor'WAY* Anti-Freeze 
Nor'Way Anti-Rust T H E M Oo T ° R I Ss T 
Nor'WAY Cleaner 
Nor'WAY Quick Flush 
Nor'way Stop Leak 
Nor'WAY DRY-EX* 
NOR'WAY Parts Cleaner 
PEAK* Anti-Freeze 


Quixol* 





*Reg. U.S. Pat. OfF 


GOMMERGIAL SOLVENTS CORPORATION 


17 EAST 4260 STREET, NEW YORK 17, N.Y. 
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Business 


The Trend of Events 


THE NEW PEACE OFFENSIVE... Once again it seems 
that Stalin is engaging in a phony peace offensive 
to soften democratic defenses. Latest moves can be 
discerned on a wide front. Back at home it takes 
the form of rumors of a new peace mission to Mos- 
cow in an effort to compose the cold war, rumors 
that no doubt are communist inspired. Abroad, in 
France and Italy, the Kremlin’s lackeys suddenly 
burst out in propaganda for a friendly agreement 
between Russia and the West, stressing that East 
and West can live together without war. These 
moves are usually accompanied by a reversal in 
party lines calling for communist collaboration with 
existing governments. In Germany new feelers are 
being put out for settlement of the Berlin blockade. 
And Russia is even taking a direct hand by gra- 
clously agreeing to new talks on an Austrian peace 
treaty. By and large, however, the peace drive 
emerges mainly from communist sources in Euro- 
pean countries, through statements intended to im- 
press upon the world, and particularly the American 
public, Russia’s peaceful aims and desires. 

It is not the first time that Stalin has decided to 
shift tactics, as he apparently has. Yet no one need 
be taken in by these transparent moves, and no one 
will. As in the past, they are of doubtful sincerity 
and the most that can be read into them is that 
Russia evidently is not ready for war, that things 
are not quite going the way she wants it, and that 
a breathing spell in the cold war is desired. It would 
be fallacious and dangerous to assume a basic shift 
In Soviet policy; rather it is a device to stall for 
time and perhaps also an attempt to test the firm- 
ness of the policies of the new Administration. If 
so, President Truman in his inaugural address has 
already given the proper answer. 


Russia has a good many reasons to want to stall 
for time. She has been stopped cold in most parts 
of Europe and Soviet aggression, instead of fright- 
ening the democracies into appeasement, has solidi- 
fied them in a Western Defense Union and is fore- 
ing a wider North Atlantic Pact. To undermine 
these organizations is logically one of the Kremlin’s 
chief aims, and the new peace offensive fits neatly 
into such plans. 

Additionally Stalin is having troubles with his 
satellite countries. Yugoslavia is defying his dic- 
tatorship and flirting with the West. Czechoslo- 
vakian prosperity is slumping under the impact of 
communist economic policies, causing a great deal 
of discontent in that country and rendering the com- 
munist hold there increasingly precarious. 

Above all, the Kremlin must be impressed with 
the determination with which we ourselves are arm- 
ing, and proceed to arm others. This alone should 
give the Soviets pause. Economically, both Russia 
proper and the communist dominated world are in 
straitened circumstances, feeling particularly their 
economic isolation from the West including our 
counterblockade in Germany. All around the squeeze 
on the Soviet orbit is being tightened and Russia 
is feeling it increasingly. Were it not for communist 
successes in China and the unsettled situation 
throughout Asia, the Kremlin would have little to 
feel happy about. The reverses in the West are 
beginning to tell, hence the new attempt to lull the 
democracies into appeasement while it consolidates 
the gains in Asia and tries to reorganize Europe. 

Were Stalin’s peace aims sincere, he could doubt- 
less count on favorable reaction to any overtures he 
might make towards termination of a desperate world 
situation, even at this late time. The world wants 
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peace and hopes for it, and the door to peace will 
always remain open — but not to peace on Stalin’s 
terms. Before the western nations will listen to any 
peace feelers, they will want concrete evidence that 
Moscow really means it; vague intimations will im- 
press no one. The kind of evidence that could count 
would be an end to the Berlin blockade, withdrawal 
of support for the Greek guerillas, or quick agree- 
ment on an Austrian peace treaty without infringe- 
ment on that country’s independence. But in the light 
of past experience, the chances of a Russian reversal 
of policy appears rather slim. 

Russian actions since the war have proved that 
Moscow opposes real world stability ana prefers 
chaos for spreading communism. It could be, of 
course, that Russia is gradually forced to the con- 
clusion that she can gain more, in the long run, by 
starting on a new tack and cooperating in ushering 
in a new era of peaceful relations. But to convince the 
West, it will take a real show of good will, not just 
dubious peace maneuvers. Chances are that the latter 
will be as phony as those that preceded them. 


INVESTMENTS ABROAD ... President Truman in his 
inaugural speech called for a bold new international 
program to increase worldwide industrial activity, 
bidding U. S. investors to take the lead in developing 
the world’s backward areas and at the same time hint- 
ing at guarantees to private interests aiding in such 
a global plan. This program, though necessarily out- 
lined in a very general way, sounds exciting enough 
and it would be premature to suspect behind it merely 
a global W.P.A. or an indefinite extension of the Mar- 
shall Plan. These questions are subject to future 
clarification. What intrigues us at the moment is the 
promise of guarantees of foreign investments as an 
inducement to go along in this plan. It brings to mind 
the fact that once before, capital guarantees have 
been tried within the framework of the ECA and this 
attempt so far has bogged down badly. Of over $300 
million available, only a trifle more than $11 million 
has been issued in guarantees. 

All of which forces attention to the obstacles that 
are likely to stand in the way of forceful venturing 
abroad of American capital at this time. If it is to be 
private capital, there must be the incentive of either 
high returns or substantial security, and to provide 
such incentives without a return to the evils of im- 
perialism, or rather charges of imperialism, will not 
be easy. The President himself touched upon this 
point when he stated that “guarantees to the investor 
must be balanced by guarantees in the interest of the 
people whose resources and whose labor go into these 
developments.” 

As to security of investment, the reasons behind 
the obvious reluctance to take advantage of the of- 
fered ECA guarantees is something to consider. When 
initially proposed, the thought was that if private 
capital could be induced to assist in European re- 
covery, the overall cost would be smaller and recovery 
could be speeded. On either count, results were highly 
disappointing. ECA of course does not guarantee 
profits, nor the convertibility of investment income 
into dollars beyond the total amount of the 
investment. 

Fundamentally, ECA guarantees lack attraction. 
They are limited solely to convertibility of a foreign 


currency into dollars; losses incurred are excluded, 
in other words, there is no assurance of safety of in- 
vestment. And in present-day Europe, the exchange 
risk is one of the greatest dangers and one of the 
outstanding loss potentials. Another is the danger of 
nationalization, again threatening loss which is not 
covered by ECA guarantees. 

To make the latter attractive, there is need for in- 
clusion of certain types of losses and particularly, for 
a more effective convertibility guarantee. Frequently, 
a European currency may be convertible at so low a 
rate in relation to the dollar that the investor stands 
to suffer serious losses through conversion. 

Under normal conditions, more far-reaching guar- 
antees might be considered out of place, but in the 
present disordered state of the world, private capital 
cannot be expected to flow abroad in volume unless 
protected from abnormal risks, and current risks 
transcend ordinary business risks. 

All of this will have to be borne in mind in any 
attempt to broaden investment guarantees, re- 
portedly under consideration in Washington, and 
particularly if the President’s global plan is to be 
implemented. As far as ECA guarantees are con- 
cerned, only considerable liberalization can make 
them play the role intended. The same doubtless holds 
good of the guarantee idea applied on a broader scope, 
possibly to Latin America and Asia. An added danger 
there is the possibility that the plan might be too 
closely identified with the Marshall Plan, obscuring 
the investment aspect of any transaction undertaken. 


UNEMPLOYMENT INSURANCE .. . When Congress 
gets down to the proposed broadening of the Unem- 
ployment Insurance System, it might do well to under- 
take a general tightening of some of its provisions so 
as to put an end to the patent abuses that have crept 
into its practical application. Some of these are high- 
lighted by press reports of jobless pay gyps vacation- 
ing in Florida. Most of them can be traced to one out- 
standing flaw — overemphasis placed upon deciding 
claims for insurance and corresponding inefficiency 
in job placements. Mainly accountable for this is the 
difficulty in appraising the validity of claims and of 
keeping posted on the changing status of applicants. 

The law specifically allows a beneficiary to receive 
his benefit checks for up to 26 weeks unless the board 
offers him a job that exactly suits him. Considering 
that Washington has defined thousands of job classifi- 
cations, it is altogether too easy for an applicant to 
refuse work offered on the grounds that it is not in 
line with his training and ability. The amount of 
relief funds wasted in this manner is truly disturbing. 

Witness the experience of many employers who find 
it virtually impossible to obtain, or hold for any length 
of time low-salaried or unskilled workers for certain 
routine jobs. Many in this category seem willing to 
work only until they qualify for unemployment bene- 
fits and then quit, taking advantage of the full term 
of benefit payments and repeating this procedure as 
frequently as feasible. Clearly this lies not within the 
intention of the law, and something ought to be done 
about it. All too often, relief applicants make no 
attempt to find employment and if offered employ- 
ment refuse it. In short, they “play” the insurance 
system for all its is worth. This practice ought to be 
stopped. 
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By ROBERT GUISE 


STRONG WILLED MEN 


I t's a strange thing that men who have 
risen to places of great power over a thorny road 
which called for realism and a special kind of in- 
tuitive good judgment should, when they find them- 
selves at the top, cast aside wisdom and rely on force 
of will in making decisions. 

At the present time, Russia’s fourteen ruthless men 
in the Politbureau have 
wrapped themselves in a 
cloak of infallibility and 
millions of people all over 
the world are helpless as a 
result of their ability to 
force their will upon them, 
dooming them to disap- 
pointment, suffering and 
futility, and the rest of the 
world to a life of uneasy 
truce, great sacrifices and 
constant peril. 

History is replete with 
such examples. Our post- 
war world would be differ- 
ent had not Franklin D. 
Roosevelt insisted, mistak- 
enly, that by sheer per- 
sonal charm he could gain 
Russia’s cooperation with 
the victorious western 
powers after the war, and 
thus embarked on policies 
of appeasement towards 
Russian aspirations, poli- 
cies of the costliness of 
which we are only now be- 
coming fully aware. 

As latest example of 
strong - willed foolhardi- 
ness, it is appropriate to 
cite Britain’s foreign sec- 
retary Bevin’s manage- 
agement of British policy on Palestine which has been 
so greatly responsible for dangerous unsettlement in 
this vital spot in the Middle East. His policy not only 
resulted in a resounding diplomatic defeat for Eng- 
land but brought that country to the verge of conflict 
with the state of Israel, into sharp disagreement with 
the USA, and into disrepute with the Arab countries 
where England suffered a great loss of face. 

Mr. Bevin not only rendered a great disservice to 
his own country and to the cause of peace, so much 
so that he aroused a storm of criticism that culmin- 
ated in the fiercest attacks against him in his 314 
years as foreign secretary, but he also endangered 
his own party to the extent that his Government felt 
obliged to consider means of defense against the bar- 
rage of complaints levelled against it. 

How complete his defeat, is shown by the fact that 
Mr. Bevin has now been forced to consider de facto 
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recognition of the state of Israel, and even the most 
extreme Arabs whom he purported to aid, must now 
realize that they are being left to come to the best 
terms they can. 

It is another example how a political leader, strong 
willed yet weak, has been able to endanger world 
peace and create an intolerable muddle in an area 
where stability is vital. As 
a result of his foolhardi- 
ness, Mr. Bevin has dis- 
credited the official policies 
of his own country. He is 
hated by the Jews and sus- 
pected by the Arabs. He 
has clouded Anglo-Amer- 
ican relations and by 
sharpening the conflict has 
played straight into the 
hands of Russia, enabling 
the latter to outmaneuver 
him at every turn and in- 
creasing the danger of 
Russian intervention. By 
persisting obstinately in 
an unrealistic policy based 
on prejudice and antip- 
athy, he took great and 
needless risks. 

We cite this example to 
illustrate how badly this 
world needs men of wis- 
dom and real stature, men 
without prejudice, without 
desire for self-aggrandize- 
ment, men who. stand 
above the narrow concepts 
of selfish policies, men cap- 
able of real devotion to the 
welfare of their own coun- 


COOKIN’?”’ 


Apologies to Smith in the Lancaster Journal try and that of the world at 


large. 

If the world is to return to peace and stability, if 
indeed the world is to survive, it cannot afford to 
compromise with shortsighted policies of strong 
willed leaders who fly in the face of common sense 
and common decency, who place narrow interests 
above the larger interests of humanity. 


End of An Era 


In another part of the world, in China, we witness 
today the end of an era. Here another strong-willed 
leader, Chiang Kai-shek, has been striving, though 
not too effectively, to weld his country into a nation in 
the democratic pattern. He was widely regarded as 
China’s strong man, yet he was not strong enough to 
control those within his own party who strove for 
personal enrichment and power rather than for the 
good of their country. His departure marks the fiasco 
of a man, strong-willed but not strong, 
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Realistic Reappraisal of Stocks Continuing 


Although indecisive, recent market action has remained more encouraging than otherwise. 


Probably the key factors are a generally satisfactory dividend outlook, despite prospec- 
tive moderate business recession, and current average yields of over 6%. We continue to 


advise maintenance of substantially invested positions and to emphasize selectivity. 


By A. T. 


Vt changes in the averages have been small 
over the last fortnight and the volume of transactions 
generally low. It remains a trading-range market, 
without a pronounced trend — a market in which the 
great majority of investors are sitting tight, neither 
reducing nor increasing their holdings of common 
stocks. It is, for that reason, a thin market; capable 
of fast movement for limited periods of time, as for 
example the 28-point intermediate recovery in the 
Dow industrial average last spring, and the 22-point 
post-election reaction. But there seems to be no basis 
— economic or psychological — for the cumulative 
rises in hopes or fears required for a major bull or 
bear market. 

As long as this continues to be the case, opportunity 
for capital gains over medium-term periods of six 
months to a year depend rather more on the individ- 
ual stocks one selects than on the fluctuations of the 
averages. At the same time, providing his holdings are 
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sound, it has to be conceded that the long-term in- 
vestor has a better basis than usual for sitting tight, 
since dividends are at a high level and it is believed 
— probably correctly — that they are not subject to 
serious shrinkage within the foreseeable future, even 
though earnings are likely to be materially lower this 
year. There is, of course, some danger in this kind of 
complacency, which goes back to the matter of selec- 
tivity. We agree that the over-all dividend outlook is 
satisfactory ; but it has been our experience that most 
investors have at least some inferior holdings. 


Confidence or Inertia? 


In 1948 the transactions on the New York Stock 
Exchange approximated only some 15% of the total 
of shares listed. From this fact some published 
observations have concluded that 85% of the stock- 
holders simply sat tight. That is an understatement. 

There is still a considerable amount of 
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day-to-day trading going on, particu- 
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larly by specialists and other floor 
brokers, involving several or more pur- 
chases and sales of the same stock in 
the course of a year. In active low- 
priced issues, such for instance as Com- 
monwealth & Southern, repeated in- 
and-out trades account for a major part 
of the year’s turnover. While there is 
no way of proving it statistically, we 
doubt that more than 5% of the indi- 
vidual stockholders altered their hold- 
ings last year, or that as many as 1% 
have done so since the election. 

In some cases, no doubt the quality of 
holdings justifies this sit-tight policy. 
But in too many it is the result more of 
inertia — of unwillingness to correct 
mistakes because that involves self- 
acknowledgement of misjudgment — 
than of justified confidence in all stock- 
holdings. It can be very costly over the 
years. 

Pointing up the importance of selec- 
tivity, this discussion is followed by a 
full-page table showing 1948 results for 
the stocks which registered the greatest 
changes among the 320 stocks now in- 
cluded in our composite weekly market 
index. It lists the 1948 high, the 1948 
low, the December 31 closing price, the 
net change for the year as a whole in 
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can be said that it is at least 
more encouraging than 
otherwise. In view of the 
fact that prevailing senti- 
ment is highly cautious and 
that the long-awaited recession in over-all business 
activity seems to be under way, the mere absence of 
decline in the second half of January—when year-end 
stimulative seasonal tendencies have usually spent 
themselves — would itself be encouraging. Actually, 
the performance is a little better than negative. After 
a total rally of a little over 10 points to the January 
8 high of 181.41 for the Dow industrials, minor cor- 
rection amounted to only 2.61 points, indicating a 
firm technical position; and this was followed by 
quiet, but fairly steady strength. The average closed 
last week at a new high of 181.54 for the December- 
January move. 

The rail average has yet to better its rally top of 
the first week of January, but is within a fraction of 
it. So far as they go, the purely investment indica- 
tions are propitious. In the bond market and the pre- 
ferred stock market the pressure has been upward 
for some time and still is. There is a fairly good 
demand for high-quality dividend-paying equities, 
and on an average they are only moderately under 
the top recovery levels of the last two years. The 
utility average is performing especially well. Recent 
offerings of new issues, including a moderate amount 
of equity financing, have been readily absorbed. The 
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over-all Supply-Demand balance in the stock market, 
reflected in the chart on the opposite page, remains 
on the constructive side with the gap between the two 
lines currently eleven points. We do not see a basis 
for important decline; and such general direction as 
there is in the market appears currently to be upward. 

No major economic-financial deflation is conceiv- 
able; and for the market it is apparently not a de- 
cisive question whether industrial production might 
be 5% lower this year or 10% ; or whether total corpo- 
rate earnings might be 15% lower or 25%. Through 
extremely low price-earnings ratios the market has 
been discounting the return of more normal earnings 
for over two years. The Dow industrial average got 
as high as 212.50 in 1946 when total earnings were 
$12.5 billion. It has not been above about 193 since, 
though total earnings last year were about $20.8 bil- 
lion. Earnings trends are not always decisive. Thus, 
the earnings trend was upward throughout the 1940- 
1942 bear market; and the major part of the 1942- 
1946 rise occurred while earnings, due to the excess 
profits tax, were very nearly static. 

While far from exact, the long term correlation 
between stock prices and dividends has been con- 
siderably closer than that (Please turn to page 488) 
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By E. A. 


(), January 5, President Truman spoke to 
Congress and the nation for the first time as an 
elected President. It was his annual message on the 
State of the Union, and he spoke with the assur- 
ance of a man vindicated by his dramatic election 
victory. He also spoke with the conviction that his 
victory was tantamount to a mandate for a trend 
to the left, a mandate for a planned economy. His 
“Fair Deal’ outlined to Congress, in this and sub- 
sequent messages, left little doubt about it. 

The President asked for broad assumption by 
Government of new responsibility for the welfare 
and security of every citizen. He demanded new 
legislation in the fields of social welfare, social 
security, education, medical care, civil rights, eco- 
nomic controls—even a hint of possible Government 
ownership of certain means of production. 

To all practical purposes, his program represented 
a broad blueprint of planned economy, adding up 
to an impressive boost for the Government’s future 
role in business. The belief that the “Fair Deal” 
meant a new direction in domestic policy was widely 
reflected in the nation and abroad. At home it pro- 
voked sharp controversy and great doubt, and in 
some quarters was denounced as nothing less than 
State Socialism. Abroad it was viewed as an unmis- 
takable step on a leftward path along which much 
of Europe is already well advanced. But however his 
program may be regarded, it must not be forgotten 
that the Fair Deal’s ultimate shape is up to Con- 
gress. Because of its controversial nature, a hard 
battle looms ahead before it is written into law and 
it is a fairly safe assumption that some of the pro- 
gram will not become law, at least not at this 
session. 
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Even so the Fair Deal, or rather the kind of 
thinking and philosophy behind it, is full of mean- 
ing from the standpoint of where we are heading— 
the obvious road towards socialistic planning and a 
welfare state. Of this the President’s words left 
little doubt. While he had kind words for private 
enterprise and asked for its cooperation, he also 
declared himself ready to enforce such cooperation 
if necessary by injecting the Government actively 
into business. 

What he proposed was a detailed program of 
guiding industry with the aim of insuring prosper- 
ity by maximum production, employment and con- 
sumer spending as the main pillar of the economy 
rather than relying chiefly on capital investment, 
on the theory that only in this way can we avoid 
drastic cyclical swings, allegedly man-made. In short 
his goal is a guided and regulated prosperity, a high 
level consumption economy with broadest possible 
distribution of the fruits of production. 


Program to Work Two Ways 


Though ostensibly anti-inflationary, the tenor of 
his messages made it clear that the Administration 
will fight any signs of a business recession by re- 
sorting heavily to Government intervention. In this 
respect the President’s words were unmistakable: 
“We cannot afford,” he said, “to float along care- 
lessly on a postwar boom until it collapses and it is 
not enough merely to prepare to weather a reces- 
sion when it comes. Instead, Government and busi- 
ness must work together constantly to achieve more 
and more jobs and more and more production— 
which means more and prosperity for all the people.” 
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Nor can there be much doubt about the Presi- 
dent’s social objectives when he said that ‘“‘we have 
abandoned the “trickle down” concept of national 
prosperity. Instead we believe that our economic 
system should rest on a democratic foundation and 





THE NATION'S ECONOMIC BUDGET, 1947 -1948 


The Nation's Economic Budget dollar total increased by 9 percent 
from 1947 to 1948. The business account increased the most, 
consumers’ account moderately, and government account the 
least. Net foreign investment declined. 
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that wealth should be created for the benefit of all. 
The recent election shows that the American people 
are in favor of this kind of society and want to go 
on improving it.” 

Thus in translating the democratic platform and 


2504 his own campaign promises into a series of legisla- 


tive proposals, the President embarked on a long 
range program that goes considerably further than 
the original New Deal in bringing Government 
deeper into business. On the face of it, this makes 
it difficult to read into them the middle-of-the-road 
policy so frequently and hopefully attributed to him, 
though it must be noted that his lack of attempt 
to make the declared objectives match prospective 
Government revenues seems to render the program 
a statement of general policy rather than a “must” 
program. 


The Political Factor 


This encourages a good deal of belief that his 
plan to “shoot the works” may more likely be de- 
signed to assuage the voters than to imply the ex- 
pectation of action on all the facets of his pro- 
nouncements. Thus the Congress, it is thought, will 
pigeonhole a substantial part of the suggested “‘re- 
forms.” For the businessman, of course, it is not so 
much what the President wants but what Congress 
does, and the impression is that it won’t give him 
all. Yet there is no escaping the possibility that the 
presidential program, at least in the long run, may 
actually become a “must” program. While essentially 
dressed up as anti-inflationary, it clearly lays the 
groundwork for the time when the nation will no 
longer have to grapple with inflation but with defla- 
tion. Some believe this time may be approaching 
faster than many think. 

For true perspective, the presidential program as 
outlined in the State of the Union message and in 
the Economic Report must be considered jointly 
with the Budget message, the latter an outstanding 
document not only as a measure of America’s role 
in the postwar world but also indicative of the 
political direction and philosophy at home. Sketched 
in the Budget message are the dimensions of two 
fundamental commitments: One, the waging of the 
cold war against communism, and the other, the 
extension of the welfare state—a program on which 
the President mainly staked his election hopes and 
won. 

In effect this means a war on two fronts, with 
the second fought along the lines of the economic 
philosophy embodied in the Full Employment Act 
of 1946 and partly based on the negation of the 
principle of free enterprise. It is this that has 
business thinking about the nation’s longer range 
course. It isn’t that social progress and welfare are 
incompatible with free enterprise. They are laud- 
able objectives which we have constantly sought in 
the past. But it is the implied and to many a highly 
dubious contention that one can successfully neu- 
tralize, even repeal, economic laws including the 
price mechanism and still maintain a system of 
free enterprise. 

The presidential messages and the economic re- 
port have outlined how it is to be done. More and 
more of the actual details will be seen as Congress 
and the Administration gets down to work. Chief 
points in the legislative program consist of eco- 
nomic controls, mainly of an anti-inflationary na- 
ture and including credit curbs, controls on com- 
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modity speculation, export controls, priorities and 
allocations, strengthened rent controls, and standby 
price and wage controls. 

On the production front, the President proposed 
a study of productive capacity for goods in critically 
short supply such as steel; if found necessary he 
suggested Government loans to expand production 
and, should private industry be unwilling, Govern- 
ment construction of new capacity. 

As to taxes, he asked $4 billion in new revenues, 
principally from business, as well as higher estate 
and gift levies and higher income taxes in the upper 
and middle income brackets. Additionally he called 
for $2 billion in new payroll taxes for expanded 
social security coverage and increased benefits. Also 
along the lines of social legislation, he suggested 
compulsory health insurance, extensive Federal aid 
to education and the construction of one million 
low-rent housing units in seven years. 

For labor he demanded repeal of the Taft-Hartley 
Act and revival of the Wagner Act with certain 
modifications; also an increase in minimum wage 
rates to at least 75 cents an hour. For the farmers 
he asked for a long range price support program, 
extension of rural electrification and attention to 
other rural problems in the field of housing, educa- 
tion, health and social security. 

While the whole program was submitted in gen- 
eral terms, it is bound to raise large questions of 
what the nation can afford, what its economy can 
stand. With the Budget message calling for $6 billion 
in new taxes, the President completed the full picture, 
clear and concise as to concept. But what about ulti- 
mate repercussions? What about the attitude of 
Congress, What about the fairness of the Fair Deal 
to those not specifically endowed with benefits? 
What about business which must carry the main 
burden? What about the taxpayer, already hard 
pressed as it is? 


What Will Congress Do? 


Preliminary indications point to the probability 
that a major part of the program will be approved 
by Congress though some of it only after a hard 
fight and considerable delay. There is little doubt 
about passage of a new labor bill, of increased social 
security benefits, of some sort of a housing bill, of 
aid to education and above all, of enactment of 
standby anti-inflation controls, of priorities and 
allocations where demanded, though the final form 
of some of these measures will varv from the Ad- 
ministration blueprint. Business will have to make 
up its mind that it will have to live with more and 
more “Government,” with more controls, with a 
less favorable set of rules at the collective bargain- 
ing table, with more curbs on industrial concentra- 
tion, and last but not least with higher taxes and 
slimmer profits. 

Less certain, in fact doubtful, is the prospect for 
compulsory health insurance, for the civil rights 
program, for Government-sponsored expansion of 
productive capacity. 

As to taxes, the outlook points to some sort of a 
tax boost but details are by no means certain. The 
budgetary situation is regarded fluid and Congress 
is unlikely to give the President a blank check on all 
he wants. Congressional leaders who run the “tax 
show” are reluctant to raise taxes and will do all 
they can to avoid it. That’s why probably nothing 
definite will be done until March 15 when final tax 
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returns will show how far the Treasury has under- 
estimated receipts for fiscal 1949. They may have 
been underestimated by as much as $3 billion, 
according to some guesses; if so, this might largely 
void the request for higher taxes from the stand- 
point of necessity. Moreover there is plenty of 
“water” in the proposed 1950 budget that could be 
squeezed out to offset at least partially the increase 
in arms spending and foreign aid. The call for Gov- 
ernment economies is likely to grow louder and 
more insistent since there is much room for adminis- 
trative economies. Still and all, the 81st Congress is 
likely to be New Dealish, at least for a while; but it 
will not be a rubber stamp. 

Outstanding feature of (Please turn to page 484) 








CHANGES IN PRODUCTION OF GOODS 
AND UTILITIES* 


Total output of goods and utilities in 1948 was about 4 percent 
above the 1947 level. Increases ranged from one-half of one 
percent in transportation to 14 percent in construction. 


PERCENTAGE INCREASE, 1947-1946 
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Offer Best Prospects for 


1949 will bring a test not 
only of the strength of our economic 
foundations but also of the basic 
economic concepts of the Truman 
Administration as outlined by the 
President in his messages to Con- 
gress. Business as a whole has reacted to the new 
Administration program with relative calm, adopt- 
ing a waiting attitude which is not particularly sur- 
prising in view of its sometimes conflicting features. 
On the one hand, the Administration program would 
impose new and restrictive burdens on business but 
on the other, it reveals every determination to 
strengthen the boom’s underpinnings so as to head 
off any serious let-down in economic activity. 

This doesn’t mean that there are no uncertainties 
about the outcome of this crucial test; rather it 
renders business predictions for the coming year 
highly tentative. Meanwhile evidence keeps mount- 
ing of the gradual transition from boom conditions, 
as we have known them so far, to a more normal way 
of doing business. There are further signs of abate- 
ment of inflationary pressures, of growing deflation- 
ary influences, of increasing caution as the catching 
up with demand introduces new elements in the out- 
look picture for the various industries. The atmos- 
phere of caution, in anticipation of the vital decisions 
generally associated with the new year, in the end 
may bea healthy thing even if matters turn out better 
than presently expected by many. 
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Which Industries 


By GEORGE W. MATHIS 


PART Il 








1949 


Some of the questions now cloud- 
ing the business outlook must go un- 
answered for several months, at 
least until the Government’s new 
economic policies have run the 
gamut of Congress and their poten- 
tial effects can be evaluated with greater assurance. 
But many basic factors including those related to 
present transitional conditions in various industries 
can be readily analyzed from the standpoint of their 
likely impact on future sales and earnings, and such 
appraisals are of particular importance at this junc- 
ture. Hence we are presenting our annual industry 
preview in considerable detail. Part I of these ap- 
praisals was carried in our last issue. Part II, cover- 
ing other major groups, follows immediately below. 


CHEMICAL INDUSTRY: By spending $2 billion for ex- 
pansion, the chemical industry last year was able to 
chalk up a new all-time production record of over $3 
billion worth of basic or industrial chemicals, a gain 
of 10% over 1947 in terms of value and of 5% in 
terms of tonnage. However this production achieve- 
ment also closed the gap of many shortages which not 
so long ago seemed capable only of slow and gradual 
elimination. Thus 1948 has seen the balancing of sup- 
ply and demand to a greater degree than for eight 
years past and while some tight spots remain, they 
are no longer of a crucial nature. 

Contributing factors to the industry’s outstanding 
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production record were the continued high demand 
by consuming industries, successful transition of a 
number of new chemicals from the pilot plant to the 
commercial stage, increased utilization of petroleum 
and natural gas as raw materials, and declining 
scarcity of raw materials generally. Additionally 
export markets were a happy surprise with foreign 
demand broadly exceeding industry expectations. 







a Large Volume But Slimmer Profits 


In 1949, chemical manufacturers face a continued 
large volume of production and sales but also some- 
’ what slimmer profits on balance, regardless of tax 
~ considerations. The postwar expansion program is 
now substantially completed and this introduces ele- 

ments of keener competition and narrowing profit 
margins for many products. New facilities placed 
in operation last year made possible large increases 
in the supply of most basic chemicals, many new 
drugs and pharmaceuticals, insecticides and fungi- 
cides, synthetic detergents and fertilizers. Any fu- 
_ ture drop in demand, in line with recessive business 
- conditions generally, would naturally intensify com- 
petition. At any rate the prospect points to more 
selective and more competitive selling. - 

Other uncertainties hinge on national policies, 
still to be decided, concerning wages, prices and 
taxes, and possibly the stockpiling of strategic prod- 
ucts. So far, the industry’s policy of maintaining 
minimum prices through constant research and ex- 
panded output has largely counterbalanced its sub- 
stantially higher labor and materials costs, but new 
wage demands are certain to affect chemical prices, 
and to what extent these may then be subjected to 
price controls is another question. 

Indicative of the changed situation, grey markets 
in most chemicals — a familiar feature a year ago 
— have pretty well disappeared, particularly in 
such former shortage items as caustic soda and soda 
ash. Until recently subject to export controls, they 
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ence a smaller than average decline in sales volume. 
This defensive feature plus underlying growth ten- 
dencies characteristic of the chemical industry ac- 
count for the premium which the market habitually 
places on sound chemical shares. It may be pointed 
out, moreover that moderately recessive trends 
might prove beneficial rather than otherwise. Some- 
what lower demand in some cases would permit 
abandonment of obsolete or high-cost facilities, pro- 
viding an important cushion to any earnings decline 
arising from lower volume. Similarly, deflationary 
price trends would reduce the squeeze on profit 
margins arising from the fact that higher costs have 
only been partly passed on in the form of higher 
prices. 


MACHINERY AND MACHINE TOOLS: Despite indica- 
tions that the capital goods boom may be levelling 
off, the sales outlook for industrial machinery re- 
mains promising. Total volume of business should 
come close to last year’s; in some lines an increase 
is confidently expected. Backlogs of many machinery 
makers remain sizable and rising ECA shipments 
will add substantially to overall potentials in many 
lines. 

For the machine tool industry as such, 1948 has 
been an indifferent year. Operations continued at 
about half of capacity and shipments will have 
approximated $285 million compared with 1947 vol- 
ume of $306 million and a wartime peak of $1,320 
million in 1942. But while closing the door on a 
rather glum 1948, machine tool builders turn hope- 
ful eyes to 1949 with the prospect of foreign orders 
offering the biggest opportunity. The home market, 
too, is expected to do at least moderately better, the 
result of intensive efforts to increase machine effi- 
ciency and modernize production and selling pro- 
cedures. 

Rise in Shipments Indicated 


The largest demands appear to be coming from 
miscellaneous small manufacturing fields where 


aggregate sales should amount to more than a 














oud- are now decontrolled and freely available. 
Dp un- Elsewhere there have been scattered price reduc- 
3, at tions, in plasticizers and insecticides for in- 
agw stance, indicative of better supply and fuller 
the pipelines. Real scarcities are now restricted to coal 
yten- tar crudes and similar items used for pigments 
ance. and dyes but this situation, too, is on the mend. 
d to By and large, the outlook for heavy chemicals 
tries remains encouraging from the standpoint of in- 
heir dustrial production though last year’s peak 
such profits may not recur. During the months ahead, 
unc- industrial production should hold fairly close to 
stry the recent highs, making for corresponding sub- 
ap- stantial demands for basic chemicals. Alkali 
ver- plants expect to operate at a high rate at least 
low. during the first half of the year; sulphur, one 
of the industry’s most basic materials, continues 
" €X- ‘to be taken by consuming industries in undimin- 
le to ished volume. For the chemical fertilizer indus- 
r $3 try, 1949 will be another year of continued ex- 
Fain pansion of plants and output to meet substantial 
© in farmer demand for plant food. Plastic require- 
eve- ments, and plastic output, show no signs of 
| not weakening; 1949 production should set another 
dual record but increased competition will tend to 
sup- narrow profit margins. 
ight Broadly speaking, the industry should con- 
they tinue to expand its ouput under favorable condi- 
: tions for general trade, and in the event of a let- 
ling down in business, it may be expected to experi- 
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quarter of anticipated 1949 volume. And assuming 
that general business conditions remain fairly fa- 
vorable, the opportunities for plant modernization 
and machine replacement remain good if only be- 
cause of the growing need of cost-reducing measures 
in all lines. Machine tool shipments in 1949 should 
climb to at least $300 million, according to industry 
estimates, reflecting in part an aggressive selling 
program now under way. 


ECA and Arms Spending to Support Output 


Heavy industry sales during the first quarter are 
expected to rise some 5% over last year though 
physical volume may remain about the same. This 
should mean at least well sustained business for 
makers of industrial machinery and equipment. For 
1949 as a whole, the capital goods industries expect 
minimum sales of $500 million through ECA, with 
top estimates going as high as $1 billion. Another 
$500 million in new orders are expected to mate- 
rialize from defense contracts. Both these estimates 
may turn out conservative; even so, their effect on 
heavy industry will be noticeable, adding between 
10% and 15% to civilian domestic orders. Lines 
benefitting therefrom include motors and genera- 
tors, compressors, power plant equipment, tools, 
machinery, materials-handling equipment, construc- 
tion equipment, refrigeration and mining ma- 
chinery, railroad shop equipment, lighting appara- 
tus and a host of others. 

Generally speaking, orders for equipment that 
will help pare manufacturing costs seem to be head- 
ing towards peace-time highs. This is partially offset 
by slackening orders for lighter machinery. The 
high level of production during the closing quarter 
of the old year means that consumers can expect 
improved deliveries in 1949, but output should con- 
tinue at recent levels at least for the first half of 
the year. Sharp competition however is foreshad- 
owed by the fact that sales promotion budgets of 
leading companies are the most ambitious since 
the end of the war. 


Where Demand Most Promising 


In summary, 1949 prospects are relatively good, 
particularly for heavy mill equipment and industrial 
machinery. The outlook is brighest for producers of 
power generating, oil field and refinery, chemical 
processing, road building, excavating and mining 
equipment, and diesel engines. Current unfilled or- 
ders assure more than a year of continued opera- 
tions at a high rate and at least well-maintained 
pre-tax earnings. Machine tool lines need stimuli 
but these are likely to come from ECA and arma- 
ment orders, and possibly new auto industry com- 
mitments for model changes. All in all, a relatively 
good industry showing is in prospect, aided by the 
increasing need to trim production costs as the com- 
petitive race accelerates in many consumer goods 
industries. 


FARM EQUIPMENT: Demand for all major items of 
farm machinery and equipment promises to continue 
strong despite the decline in farm income resulting 
from lower farm product prices. The farmer gen- 
erally is becoming more machine conscious, and 
lower prices aid this trend. Moreover, he still can 
make plenty of money at prevailing prices, safe- 
guarded as they are against further sharp drops by 
official price supports. Farm income, in short, should 
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remain substantially above prewar, furnishing the 
wherewithal towards further farm mechanization. 
However, supply of equipment is beginning to 


catch up with current effective demand and competi- | 
tion is back; the pendulum has swung from a sellers’ | 


to a buyers’ market. Yet this is no reason why 
physical sales volume should not hold up in 1949 
and possibly exceed that of 1948, large as it was, 


though the dollar volume may be less due to price 


adjustments. 


Grey markets and premium prices have disap- | 
peared, and equipment has again to be “sold,” but © 
latent demand remains strong, particularly for > 
tractors and harvesting machinery. Hence the in- © 


dustry is optimistic for the year ahead, hoping for 


a better steel supply that will permit smoother oper- 7 


ating conditions and slight increases in production 
where needed. Indicated bumper crops virtually as- 
sure continuation of an excellent market. Foreign 
requirements, too, are urgent and substantial, with 


shipments abroad expected at least to match the © 


high level of the last two years. Altogether, retail 
sales of tractors and other farm equipment this year 
may again approximate last year’s estimated volume 
of $2 billion, considerably in excess of 1947 figures. 


Pressure on Profit Margins Expected 


In an effort to meet demand, the industry has 
undertaken an extensive expansion program to cost 
an estimated $300 million. Though the strong 
financial position of the farmer has resulted in 
fewer instalment sales, lessening the demand for 
working capital, heavy capital requirements may 
make for relatively conservative dividend policies 
by most companies. High overhead and labor costs, 
plus the possible need for price adjustments as com- 
petition waxes keener, may put pressure on profit 
margins but this should be cushioned by higher and 
smoother operations from expanded facilities, pro- 
vided the materials supply comes up to expectations. 
Some express doubt in this respect, depending on the 
amount of steel going into rearmament during the 
months ahead. But withal, there is increasing evi- 
dence that the industry can operate on a high 
plateau, what with farmers financially able to buy 
any new equipment needed to meet the still rising 
farm production costs. 


RAILROAD EQUIPMENT: Though builders of railroad 
equipment made some progress in cutting down the 
accumulation of orders in 1948, new requirements 
continue large, pointing to another year of great 
activity with the adequacy of steel supply the princi- 
pal question mark. Freight car builders and railroad 
shops had orders for 106,405 cars on hand on De- 
cember 1, against 125,395 units a year earlier. 1948 
deliveries were the highest since 1924, production 
averaging over 9,300 cars monthly for a total of 
about 112,000 units, an increase of nearly 65% over 
1947 and nearly three times 1946 deliveries. 
While the number of new cars delivered was 
large, retirement of old and obsolete equipment also 
continued great with the result that ownership by 
the railroads of serviceable equipment increased 
much less than car production would indicate. The 
industry is aiming at a production goal of 12,000 to 
14,000 freight cars a month, for which manufactur- 
ing capacity exists but for which the steel supply 
may be inadequate and the flow of orders insufficient 
to insure best production schedules. The latter 
points explain why (Please turn to page 475) 
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Happening.in ~ 
W, whe, 
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HOPEFUL CONGRESSMEN are trying to read into the 
deluge of Presidential messages which showered them 
in their first days of the new session, a middle-of-the- 
road objective. The complete lack of attempt to make 





WASHINGTON SEES: 


First large bloc of Truman supporters to show a 
cooling off of post-election enthusiasm is organized 
labor. Its spokesmen aren't talking for publication, 
or even loudly, just yet, but there is real disappoint- 
ment over handling of their prime item of de- 
manded reward, namely, repeal of the Taft-Hartley 
Law. 


Junking of the T-H labor-management act was 
promised by the democrats in their campaigns on 
the national and congressional district levels, and 
the laborites took the pledge literally. Now it de- 
velops that there will be no hiatus between the 
demise of the old law and the writing of a new one 
— a single package operation is projected which 
will continue the present law in existence until a 
new one, combining features of T-H with provisions 
of the Wagner Act, which it displaced. This, says 
labor, is an amended law, not a new statute. 


Direct appeals to President Truman have been 
unavailing. Chairmen of the labor committees of 
both houses of congress went to the White House 
to get their cue, came away for the one package 
approach and with word that the President prefers 
not to “dictate” to congress. 


Adoption of any other course would leave the 
country without any strike control law or effective 
means of collective bargaining for an indefinite 
period, would render NLRB powerless instead of 
providing a means of orderly transition from the old 
to the new. 








a =—SsBATTLE OF THE BUDGET 


By E.K.T. 















the declared objectives match the prospective incomes 
of the government are causing the message to be filed 
as a statement of general policy, retractile as the 
need appears, and aimed at a healthy economic cli- 
mate. President Truman already has given oral as- 
surance that the mention of government-owned indus- 
trial facilities doesn’t mean nationalization. 


ECONOMIC REPORT facts and figures support and 
justify the President’s opening sally that 1948 was a 
“good year.” The Perpetual Boom Boys (as the eco- 
nomic advisers are being called in some Capitol Hill 
circles) spoke with some restraint, actually warned 
against a boom with as much vigor as against a bust. 
It must be remembered that the advisers report 
directly to the President, that their findings must be 
acceptable to him before release; therefore, their 
ideas and plans may be imputed to him. 


PRESIDENT TRUMAN is reported by confidantes to feel 
certain his record peacetime budget will be approved 
by congress with few changes but — and it won’t be 
the first time — he has few sharing his optimism. The 
White House will defend its statistics with the strata- 
gem of a strong offense, putting the opposition on 
the defensive. Economy-minded lawmakers will be 
plagued by the repetitious questions: “What funds 
would you eliminate — payments to veterans, pay- 
ments or interest on the national debt, funds for for- 
eign rehabilitation, national defense outlays, aid to 
agriculture, or specifically what?” 





ANSWERS are being somewhat timidly offered by the 
U. S. Chamber of Commerce, which doesn’t believe 
tax increases are needed and proposes that congress 
wait for a better look-see into possible underestimates 
of revenues at the present tax rates. Foreign aid and 
a strong military setup are needed, the mouthpiece of 
business concedes, but belief is expressed economies 
all down the line will turn the trick. And warning is 
sounded that current signs of reversal of inflationary 
trends counsel movement with caution, especially in 
the field of corporate tax, if the trend is to continue. 
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The first threatened strike for higher wages 
has been averted under the watchful eyes of congressmen. 
Union printers on the four Washington daily newspapers 
have entered into a one-year agreement with publishers. 
The negotiations represent an isolated labor-management 
incident, but congressmen watched closely to see the 
operations in an intimately-placed fourth round wage 
demand. 


























Last year, the printers here demanded $15 a week 
more. And they settled for an $8 raise. This year they 
again demanded $15 more. But this time they settled for 
$6 additional per week. There was a tip-off in the deal. 
The printers didn't bear down very heavily on the actual 
pay envelope; they tried to make their gains in other 
directions. For example, they asked and received an addi- 
tional week's vacation (now two weeks) for employees five years or more on their | 


































































omes present jobs. They asked a shorter work-week (now 35 hours), toyed around with the 
» filed idea of pensions from employers -- settled without either. 

s the 

¢ cli- 











* oa Assured higher taxes on corporations under the Truman Fair Deal will be an 

ndus- argument used by employers in resistance to the "fourth round." Union headquarters 
knows that, is preparing for it. That's why more and more negotiations will center 
upon the side issues of shorter work week, pensions, and similar benefits. Under- 






































/ and Scoring the thinking of the unioneers is that "policies" once established gain 

a permanence while wages can, and do, fluctuate. 

1 Hill 

irned The ban on basing point pricing, used in the steel, cement and many other 
bust. industries, now seems likely to remain exactly as the Supreme Court wrote it. A 

eport republican victory in the congressional elections might have accomplished the oppo- 
ist be site result; the Capehart Committee had a bill, thought it had the votes, to override 
their the court. A labor-minded congress sees more jobs ahead if basing point remains 








banned. That's what is turning the trick. 






















































































oi Weakness in the grain market lies not in Administration policies but in a 

1’t be Slowing up of the export program, official sources here claim. The demand for corn 

. The and wheat is unsatisfied largely by inability to ship the commodities. Coal is 

rata- Similarly affected. About three months ago, the Maritime Commission ruling that 

yn on government-owned, chartered ships must fly the American flag, was issued. 

ill be 

‘unds Proposed was a formula permitting two charter craft for each owned and 

kal Operated by a company. After several postponements, the effective date now is 

44 to January 31. So great was the uncertainty that many of the charter ships were turned 
back to the Commission at a time when, because of seasonal conditions -- bad shipping 
weather, involving longer turn-around -- more boats were needed, not fewer. 

v the 

lieve Department of Agriculture Officials see another year of record harvest ahead 

— with ever-tightening facilities for storage. And unless the maximum movement of corn 

| and wheat can be achieved between now and next Fall, substantial waste is expected. 

gee There now are fewer than 80 boats operating under charter in the export trade. White 

mies House action may be expected...soon. 

ng is 

nary More on wages: Officials in the Capital are hopeful that a widespread 

ly in fourth round wage demand can be averted. This optimistic thinking springs from the 

inue. declining cost of living index -- the index which was used as the principal argument 

a for wage boosts in the past. Last year, General Motors caused a flurry in industrial 
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circles by signing a two-year contract with the auto workers carrying a clause pro- 
viding for automatic quarterly wage increases based on the BLS cost of living index. 
What have been the results? 











The first quarter of the contract period reflected an hourly increase of x 











three cents. The second quarter, ended Dec. 1, based on the Oct. 15 data showed no 
increase. So far for the third quarter, of which only one month's figures are avail- 
able, a one cent downward adjustment is indicated. There is considered to be likeli- 
hood, because of current trend and after-holiday sales and inventory adjustments, 


that the third quarter may come close to wiping out the previous increase. 




















SS ees 








Two results are expected to flow from the trend, aside from the calming 
effect upon new wage demands. In the first place, union leaders are forced to find an 
escape from the cost-of-living formula. In the second consideration, the unions are 
likely to be driven to seek improvements in their conditions through the other avail- 
able routes pointed out by the United Mine Workers under John L. Lewis' tutelage -- 
benefits, pensions, hospitalization, etc. 


























A new swarm of lobbyists is expected to settle in the Capital this week. | 
The "legislative engineers" will represent cities and states -- following the lead 
of NYC Mayor O'Dwyer who will have his personal representative on the grounds. Talk 
of reducing federal aid to local communities, coming at a time when the cities have 
elaborate plans for spending federal money has caused concern in the city halls and 
the pressure will be turned on. 

















The cities want a new housing bill with long-term loans and subsidies for 
slum clearance, and they want rent control continued. Hoped for is about 300 mil- 
lion dollars for school operation or school construction, with the latter preferred. 
A health insurance program on an optional basis, with cities having discretion to 


come in or stay out, will be asked. 
































banning closed shop and union membership maintenance will underscore trade union 
activity in politics on the state levels. In the past, the great strength and the 
heavier money has been expended on election to federal office of persons who will go 
along with labor. Now that the Court has strengthened the "Little T-H Laws" of 17 
states, encouraged other legislatures to follow suit, the ground rules of labor 
politics will be amended. 























Thinly veiled suggestion to their memberships that the strike weapon had 
better be polished up for use, is found in messages going from national headquarters 
here to locals the country over. Typical is the Machinists' Union comment: "It is 
worth noting that Justice Rutledge in a separate concurring opinion pointed out that 
while the states do have the right to bar union shop contracts, it does not there- 
fore follow that they have the right to force trade unionists to work -- against 
their will -- alongside of scabs." 
































Enthusiasm that greeted the President's call for a bigger and better 








brought home to the wage earners. Not even mentioned was the need for more and 
more payroll taxes if the ideas are to be carried out. That will come later. 











The present maximum payroll tax for workers covered by the Social Security 
Act is $30 out of their pockets -- assessed against the first $3,000 of income. To 
meet the larger benefits projected a tax half as much again in rate and covering the 
first $4,800 of income would be required. Also, special payroll taxes for a na- 

















tional health program, for temporary disability, and for permanent disability. 
Current subtractions from the paycheck would multiply. 
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Photo by Press Assoc. 
The International Monetary Fund, the first meeting of which is shown above, is entrusted with the task of giving practical aid to currency 
reconstructon and guarding against practices making for currency chaos. It’s an up-hill job in which the Fund will succeed only slowly. 








‘World Monetary Reconstructi 
—AS WE ENTER 1949 

Wat is the status of inter- ie , with each other much more than 
national monetary reconstruction? By V. L. HOROTH they do at present. But this is un- 
Are the world currencies more stable and likely to happen if their currencies re- 
foreign exchange rates more realistic main inconvertible and fluctuating, with 
than they were one year ago? The be- exchange rates completely out of line 

ginning of the fourth postwar year pro- with internal purchasing power. 
vides a good opportunity to review the In reviewing the progress or the lack 
progress made toward international of progress made toward international 
monetary order, particularly in view of a monetary reconstruction, it may be well 
number of developments which have a to recall that no currency can be success- 
| direct bearing on currency stability. fully stabilized unless the fundamental 
0 The most important among these de- causes of monetary instability are cor- 
velopments on the plus side have been rected. In most of the cases, monetary 
the sustained expansion of production instability is due either (1) to the lack 
abroad and the start of the European of balance between the available goods 
Recovery Program. The exhaustion of gold and dol- and the purchasing power in the hands of the pub- 
lar reserves and the intensification of the “cold war’ lic (as represented by the notes in circulation and 
between East and West have been the leading de- bank deposits), (2) the gap in a country’s interna- 
s velopments on the negative side. Moreover, the tional payments, or (3) the combination of the two. 


International Monetary Fund which was directly 

t charged with the promotion of international cur- 

rency stability and the maintenance of orderly ex- 

change rate arrangements has now been function- 
ing just about two years. 

There is no need for dwelling long on the impor- 
tance of currency stability and foreign exchange 
orderliness for recovery and world trade. Currency 
disorder is one of the worst economic scourges, and 
it may be recalled that Lenin’s infamous precept 
called for the undermining of confidence in the 
currency where chaos was to be sown. There is no 
solid basis for the maintenance of production and 
trade as long as confidence in the currency is lack- 
ing, for no one will save or work except to keep 
body and soul together. 

1 The restoration of monetary order has even wider 
implications in this postwar world. The security of 
the Western World is to a considerable extent de- 
pendent upon it. If the ERP is to be successful, 
the countries of Western Europe will have to trade 
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As long as fresh money is pumped into a country’s 
economy by means of budget deficits financed by 
central banks, or as long as investments (for re- 
construction and expansion) are larger than current 
savings, the success of money stabilization is usual- 
ly in doubt. As a matter of fact, if a currency re- 
form fails, the next effort is usually much harder 
because of a disillusioned and suspicious public. 

Similarly, a currency devaluation may do more 
harm than good if it does not correct the unbal- 
ance in a country’s international payments. In a 
country with a limited capacity for export, devalua- 
tion actually lowers foreign exchange intake. Under 
the circumstances, because of the drastic restriction 
of imports, internal inflationary forces may be 
strengthened rather than weakened. 

The improvement in the balance of payments is 
usually quickly reflected in the international valua- 
tion of a currency. This has been particularly true 
about the pound sterling. One year ago, Great 
Britain had barely begun to recover from the run on 
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sterling during the brief convertibility period in the 
summer of 1946. It was a defeat for sterling as an 
international medium of exchange. A number of 
countries left or were put out of the sterling area, 
and there was much talk of impending sterling 
devaluation. 


Britain’s Improved Position 


The situation has changed considerably since 
then. With access to the American market cut off as 
a result of the strict rationing of dollars, importers 
all over the world have turned to Great Britain 
even though they have had to pay more. Gradually 
sterling has become a sought-after currency. The 
introduction of the inter-European payments scheme 
last fall made it an important medium in intra- 
European trade, and thus added to its use. For some 
countries, such as Sweden, sterling has become a 
hard currency, and they have had to limit their 
purchases in Britain. The greater “respectability” 
of sterling has been reflected in the gradual rise in 
the quotations for the so-called ‘‘transferable ac- 
count” sterling, and even for pound notes. The 
latter are now around $3.10 as against $2.50 one 
year ago. 

Some of the increased demand for sterling origi- 
nates from Russia, which needs it to pay for sterling 
area rubber, wool and other commodities. Most of 
this sterling is bought on the Continent, though the 
dollars which the Soviets get for the sale of furs 
and manganese ore in the United States are known 
to have been used for the purchase of American- 
held sterling. An American concern may find itself 
holding ‘Dutch transferable account” sterling, for 
example, if it agrees to accept payment in sterling 
instead of dollars, let us say from a Dutch concern 
importing tobacco. This sterling can be used for pay- 
ment in any transferable area country, provided 
that country is willing to accept it. 

However, the basic factor whieh has contributed 
to the improvement of the international standing of 
sterling has been the deliberate policy of the British 
Government to expand production and to produce 
for export in particular, even at the expense of the 
domestic consumer. Equally important has been the 
deliberate British policy of keeping prices and costs 
down. As a result, the relative competitive position 
of British goods in respect to American goods may 
have improved somewhat, though British goods may 
still be higher priced. 

By her expanded exports, her curtailed imports, 
rising domestic production of food, and above all 
because of the ERP, the gap in British international 
payments has been closed, and the pressure on 
sterling has abated. But this does not mean that 
Britain’s balance of payments difficulties have been 
solved, or that sterling may not be devalued if and 
when the opportune time comes. 

Among the British Empire currencies, the stand- 
ing of the Canadian dollar has definitely improved, 
and the once common rumors of “impending devalu- 
ation” have not been heard for a long time. The 
discount at which the Canadian “free dollar” sells 
in New York was lower throughout 1948 than in 
1947, an indication that the capital flow between 
the United States and the Dominion is now better 
balanced. The trade and service payments are like- 
wise in better balance, principally because of the 
expansion of Canadian exports to this country, 
import restrictions, and arrangements under which 
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Dominion industries can earn or save U. S. dollars 
by making parts of automobiles and other equip- 
ment and machinery. The Canadian gold and dollar 
reserve practically doubled in 1948. 

New Zealand surprised everybody last summer by 
up-valuing its pound by 25 per cent to parity with 
sterling. The move was not indicative of the coun- 
try’s economic strength, but rather was intended to 
weaken inflationary pressure by reducing the income 
of New Zealand exporters. 

The Australian pound has shared in sterling’s rise 
in esteem. As in the case of Canada, import restric- 
tions have reduced the gap in international pay- 
ments. Fortunately the gradual relaxation of war- 
time restrictions has not unleashed inflationary 
pressures, and Australia seems to be gradually 
settling down, consolidating wartime and postwar 
gains which have apparently brought greater sta- 
bility to her economy. 

The South African pound, at one time the strong- 
est currency of the sterling area, is now under con- 
siderable pressure because the former inflow of 
capital changed to outflow, and because the restric- 
tion of imports took the edge off the great industrial 
boom. The Egyptian pound has held its ground in 
the free market, but not so the Israeli pound which 
is much weaker (see table), probably because the 
war necessitates large payments overseas and 
creates general uncertainty. 

Among the Marshall Aid countries of Western 
Europe, Italy and Austria took steps in 1947 to 
clean up their currency situations and to adjust the 
exchange rates to a more realistic level. Both coun- 
tries have been fairly successful. In Austria, after 
the second currency reform, available goods and the 
purchasing power in the hands of the public now 
seem to be in balance, and as will be seen from the 
main table, the dollar brings less than half as many 
schillings in the free market as it did one year ago. 
The Italian lira has also been quite stable. The gap 
in Italy’s international payments has been under- 
written by the ERP, and with more foodstuffs and 
raw materials flowing into the country, production 
has expanded. The big question is: Can Italy expand 
substantially her exports? Can she compete success- 
fully in international markets? 


Wide Contrasts in Europe 


In general, people in Italy, Austria, and also in 
such countries as Denmark, Norway, and _ the 
Netherlands, begin to feel more confident about their 
money, though this does not mean that no adjust- 
ments will be made in the future. Unfortunately, 
people in France and Germany, where an attempt 
at currency reconstruction was made in 1948, do not 
share these feelings. It was hoped in France that the 
drastic devaluation last February would encourage 
exports and thereby reduce the enormous gap in 
French international payments. The failure to ac- 
complish this has been largely due to the French 
political situation. The socialist-liberal Government, 
hesitating and divided within itself, has been too 
weak to balance the budget, keep down wages and 
costs, and clean up the mess in individual nation- 
alized industries. With the public’s confidence in the 
franc undermined, there has been a steady flight of 
capital. According to the London Economist, the 
under-invoicing of French exports financed the cap- 
ital outflow in 1948 to the tune of more than $500 
million—a sum equal to half the American aid. 
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Meanwhile, prices and costs have risen so much 
during the past year that another franc devaluation 
may be necessary in the not too distant future if 
the present volume of exports is to be kept up. 

In Western Germany (Trizonia), a step was taken 
last June to replace the barter economy with a 
money economy—to give the people the necessary in- 
centive to produce. The early stages of the currency 
reform were successful, but it now appears that 
too much purchasing power has been left in the 
hands of German people in relation to available 
goods. A second blocking of the purchasing power 
may be necessary, as in Austria. However, much 
will depend upon the inflow of raw materials for 
German industries. 


Swiss Francs, Escudos — Freely Convertible 


Despite a very heavy trade deficit, Switzerland’s 
international payments do not show any signs of 
pressure. However, fewer dollars have been avail- 
able since the gold transit trade was stopped last 
fall and as a result, the discount for non-commer- 
cial dollars is somewhat lower. The Portuguese 
escudo remains strong, and next to the dollar and 
the Swiss franc practically the only freely conver- 
tible currency. But Portuguese gold reserves are 
steadily declining, and if the trend continues, some 
restrictions, especially on capital movements, may 
be expected. 

As the year-went on, the problem of balancing 
payments with the United States without recourse 
to the previously acquired gold and dollar reserves 
—now nearly exhausted—became increasingly press- 
ing in Latin America. There has been some hesita- 
tion, however, to balance international payments 
by means of a general currency devaluation, largely 
because of the fear that such a move would 
strengthen inflationary forces. This is particularly 
true about Brazil and Argentina. Instead, a good 
many Latin American countries — Chile, Peru, 
Ecuador, Colombia, and to some extent even Argen- 
tina and Uruguay — sought a way out of their 
dilemma through wider application of multiple ex- 
change rates, usually with the approval and under 
the guidance of the International Monetary Fund. 

Under the multiple exchange arrangements, the 
exporters of certain goods may be given special 
bonuses (premiums) for the foreign exchange which 
they earn, or are allowed to sell in free markets. 
At the same time, importers have to pay penalty 
rates on certain imports, such as automobiles which 
are not considered to be essential. Colombia, which 
has a considerable backlog of payments to make for 
past imports, decided to devalue the peso and to 
keep multiple exchange rates. Mexico is the only 
Latin American country which resorted to a straight 
devaluation. Because of a severe unbalance in inter- 
national payments, it was apparently decided to 
encourage all exports and tourist travel. Hence the 
Mexican peso was cut loose last summer and al- 
lowed to establish “a realistic rate.” Recently it 
has been fairly stable around 14.5 cents, and there 
are rumors that it may be stabilized near this level 
in the future. 

The uncertain outlook in the Far East is strongly 
reflected in the currency muddle in China and some 
of the neighboring countries. Last August, when 
the dollar quotation in the Shanghai free market 
reached 12 million Chinese dollars (fapi), the Na- 
tionalist Government took a long anticipated step 
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| 
| Official and Free Market Rates | 
| Official Rate Free Market Rates | 
| Jan. 1949 Jan."48 = Jan. "49; 
| In U. S. Dollars per Currency Unit 
Pound sterling | 
Pound notes $4.03 $2.48 $3.05 
“Transferable” French a/cs 3.16 | 
Yi Italian 3.40 | 
a Dutch “* ; 3.33 
“Security” sterling . 1.80 
“Satchel” sterling . 2.00 | 
| Australia, pound .. $3.22 2.35 2.55 
| Palestine, pound . $4.03 2.80 2.50 
| Egypt, pound $4.13 2.55 2.85 | 
| South Africa, pound $4.03 3.20 3.40 | 
| Eire, pound $4.03 3.10 3.20 | 
|Canada, dollar . $1.00 91 94 | 
In National Currencies per U. S. Dollar 
| Argentine, pesos . 4.23 4.80 9.00 
Brazil, cruzersios . 18.50 23.3 26.5 
| Peru, soles . 6.50 12.3 14.5 
| Colombia, pesos 1.95 2.70 3.00 
| Mexico, pesos 4.8 7.4 
| Chile, pesos .. 31.00 52.00 70.00 
France, francs ... 314 300 500 
Italy, lire 575 600 675 
Netherlands, guilders 2.65 6.00 5.40 
Belgium, francs 43.8 51.0 54.0 
Sweden, crowns 3.6 5.5 5.4 
Switzerland, francs 4.30 4.20 4.10 
Denmark, crowns 4.80 10.5 9.1 
Norway, crowns 5.00 9.1 9.1 
Portugal, escudos 25.00 (a) 26.5 26.5 
| Spain, pesetas 16.80 44.00 35.00 
| Austria, schillings 10.1 100 40 
| Germany, D-marks 3.3 (a) 23 
| Czechoslovakia, crowns 50.0 180 290 
| Greeze, drachmas 5,020 8,500 11,500 
| Yugoslavia, dinars 50 160 330 
| Finland, markkas 135 425 500 
| China, gold yuans 20.00 160.00 
| India, rupees 3.31 4.70 5.10 
Philippines, pesos 2.00 2.10 2.30 
| Singapore, dollars 2.13 3.20 3.30 
| Hongkong, dollars 3.97 6.25 5.70 
| Japan, yen. 270 (a) 250 350 
{a)—Military conversion rate. 





and introduced a new currency, misnamed the 
“gold” yuan. But it proved impossible to maintain 
the original exchange rate of 4 gold yuan to the 
dollar for very long, what with civil war going on 
and without the full use of available industrial and 
transportation facilities. Since all pretexts at main- 
taining the stability of the gold yuan were aban- 
doned a few months ago, it has dropped as low as 
160 to the dollar in free markets. 


Japan in Need of Currency Reform 


Much like Germany, Japan is also in bad need of 
currency reform. Last July the military conversion 
rate was raised from 50 to 270 yen to the dollar; 
the new rate is closer to the actual purchasing power 
of the yen. However, for exports and imports, 
multiple rates ranging from 40 to almost 900 yen 
are still being used. The individual rates are based 
on the ratio of the world market price to the Japan- 
ese domestic price of the (Please turn to page 482) 
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| Continent 


By GEORGE L. MERTON 


B; conquering the postwar oil shortage in 
record time, the American petroleum industry has 
performed a most remarkable feat, shattering rec- 
ords in every direction. Still all its problems are by 
no means solved. 

True, industry efforts since the war together with 
large oil discoveries in the Middle East have re- 
sulted in our being assured of adequate supplies of 
petroleum products in peacetime for many decades. 
But the cold war hardly permits complacency. In the 
event of a shooting war with Russia, it would be a 
different story. 

It is fully realized that in such an event the oil- 
rich Middle East could not be counted upon as a 
reliable source of supply. The resources we have 
developed there are no more than a peace-time 
asset; come war, they would be too vulnerable to 
enemy action and invasion, our position there too 
weak and exposed for successful defense. Thus as a 
source of oil supply in any war with Russia, the 
Middle East will have to be written off ; its oil would 
probably be lost to either side for the duration of 
hostilities. 

Any emergency of this sort would make the 
United States dependent upon petroleum that can be 
produced in the Western Hemisphere, and there 
would be great difficulty in meeting both military 
and essental civilian needs. Last year our domestic 
crude output, just about meeting demand, came to 
5.5 million barrels daily. Military oil requirements 
in another war are estimated at some three million 
barrels a day, or about double the peak of the last 
war. How are they to be met? 

The oil industry as well as the defense authorities 
are fully aware of this dilemma and it is quite likely 
that in cooperation with the Federal Government, 
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a determined effort will be made this year to solve 
the problem. Indicated steps will involve first of all 
arrangements with Latin American countries for 
the development of further oil resources with the 
aid of private American industry. The Government 
is interested in raising Western Hemisphere oil out- 
put by at least two million barrels daily in excess of 
current demand. With such an excess supply and by 
rationing, it is estimated, necessary oil products 
could be made available for any emergency. Natu- 
rally such an excess cannot be produced domes- 
tically ; at present there is no excess production and 
to meet expanding consumption alone, the oil indus- 
try will have its hands full. Hence the need to look 
to Latin America for new resources that can be 
safely relied upon even in case of war; hence also 
the new official attitude toward foreign oil de- 
velopment. 
Foreign vs. Domestic Oil 


The latter, however, is a two-pronged affair. 
There is general agreement that foreign oil develov- 
ment is important not only for our national security 
but also from the standpoint of our own oil econ- 
omy. On the other hand there is realization that it 
must not be allowed to impair the vigor of the 
domestic oil industry. Thus in the eyes of some at 
least, stepped up imports may become a threat, and 
there is concern lest “overblown” development 
abroad may lead to dumping on the domestic mar- 
ket. Such thoughts have already led to opposition 
to the shipment of further steel abroad to complete 
pipelines in the Middle East. At the other extreme 
we continue to hear dire warnings that the U. S. is 
running out of oil, coupled with demands for stricter 
conservation methods. 
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Were it merely a question of normal peacetime 
needs, the problem would be less complicated, but 
military considerations force a new approach. A 
program of military stockpiling of oil has been long 
discussed but is not yet formulated. Regardless of 
whether such stockpiling will ever be attempted, the 
fact remains that if we are to assure ourselves of 
adequate oil supplies, operations must be planned 
years ahead, and exploration and development work 
undertaken as quickly as possible. 


Industry Turns South 


Thus once again, important segments of the 
American oil industry are turning their eyes south 
of the border to Mexico as a potential source of 
petroleum — despite the fact that American con- 
cerns have been virtually shut out of Mexico ever 
since the enactment of the Expropriations Law back 
in 1938. At latest report, good progress was said to 
be made in these talks which now “appear to be 
reasonably within the area of eventual agreement.” 

Agreement, at that, should not be too difficult if 
one considers the mutual and important interests 
which either side can readily serve by getting to- 
gether. We in this country are anxious to obtain a 
readily accessible and easily defensible additional 
oil supply. Mexico in turn realizes that increased 
oil exports to the U. S. is one way of obtaining 
much-needed dollars to strengthen her currency and 
her economy. Hence the Mexican Government has 
set aside substantial amounts of money to find new 
oil deposits with the aim to boost petroleum ouput 
and exports. But neither the Government nor pri- 
vate Mexican investors have enough money, or are 
willing to risk it, for development of the country’s 
oil industry to its full capacity. What is needed are 
American funds and American know-how! 

The State Department, so far, is said to have 
taken no overt part in current negotiations between 
Mexico and American business men in trying to 
negotiate oil concessions. Reportedly it remains cool 
towards stepping in until Mexico shows greater 
willingness for concessions that would encourage 
American investment after its 
disappointing experience of 
the Thirties. Some American 
companies have been dicker- 
ing privately with “Pemex,” 
Mexico’s national oil monop- 
oly, and at this writing, only 
two contracts seem to have 
materialized; one with Cities 
Service Co. of New York, in- 
volving a loan (reportedly of 
$10 million) by Cities Service 
to Pemex for development of 
former Cities Service oil hold- 
ings in Mexico. And another 
with Sugar Field Oil Co. of 
Louisiana, calling for the 
drilling of 100 wells in vari- 
ous parts of Mexico. 

To speed matters, a con- 
gressional committee late last 
year issued a report recom- 
mending that the State De- 
partment lend a hand and 
open immediate negotiations 
with Mexico aimed at en- 
couraging the investment of 
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Middle Eastern Oil Reserves 
a@ peace-time asset; we could not count on them in 
case of war. 


American oil capital, and according to latest rumors, 
“backstage” diplomatic talks are now going on. 

As stated before, the basic premise is simple: We 
need Mexican oil and Mexico needs our dollars. But 
also needed is an environment in which private capi- 
tal can operate largely unhampered, and this prob- 
lem is still to be hammered out. 

Apart from this fundamental problem, two pro- 
posals have been made in the recent past, both con- 
templating American firms exploring for oil as 
agents for Pemex. When oil is discovered, the fields 
would be turned over to Pemex. Under the first pro- 
posal the American firms would in return recover 
their capital outlays out of 80% of the annual gross 
production less expenses. Thereafter they would get 
only 20% of gross production less expenses. A later 
more liberal proposal involved a comprehensive five- 
year development plan for the period 1949-1953. 

The aforementioned congressional report urged 
the State Department and U. S. Government lending 
agencies to reverse their present policy and make 
direct loans to the Mexican Government for expand- 
ing its oil facilities and exploring and developing 
new fields. In the opinion of observers, such loans 
if they materialize, might just about clinch the deal. 
They might be used for such ambitious projects as 
an oil line across the Isthmus of Mexico, for gas 
lines into consuming centers both in Mexico and the 
U. S., even for a new West Coast refinery. 

Object of the five-year plan mentioned above 
would be to step up Mexican oil production from 
presently 170,000 barrels a day to some 365,000 
barrels daily by 1953 and an ultimately still higher 
figure which would permit export of some 280,000 
barrels daily, with an annual value of some $170 
million. In turn, the cost of such a program, accord- 
ing to Pemex estimates, would run as high as $470 
million, and might require some 900,000 tons of 
steel. 

The American oil industry hopes that some prac- 
tical plan along such lines may be evolved without 
any cost to the U. S. Government. Development of 
Mexico’s oil resources which are believed to compare 
favorably with those of any other Latin American 
nation, requires money and 
“know-how,” both of which 
private oil companies are will- 
ing and anxious to furnish 
provided some agreement can 
be worked out between the 
two Governments that will 
assure security of their in- 
vestment. Doubtless the latter 
is one of the most crucial 
points in the light of past ex- 
perience; but there is another 
interesting aspect. If Ameri- 
can oil concerns are again 
permitted to operate in Mexi- 
co, it might call for similar 
concessions to other foreign 
private oil interests, chiefly 
British, which were likewise 
expropriated back in 1938, 
and this, it is thought, might 
inject undesirable currency 
questions, quite apart from 
the fact that the State De- 
partment is hardly anxious to 
pave the way for new British 
(Please turn to page 480) 
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BY THE MAGAZINE OF WALL STREET STAFF 


a= again, as has been our annual custom 
in the past, we are submitting to our readers ten 
stocks chosen for potential market leaders in the cur- 
rent year and analyzed in thumbnail fashion on the 
subsequent pages. Our selection has been made after 
thorough study and painstaking research and repre- 
sents companies in fields which we believe offer the 
prospect of continued good business and excellent 
earnings, and whose stocks therefore should enjoy 
above average appreciation during the year ahead. 
It is in the latter sense, essentially, that we apply the 
term “potential market leaders.” 

Consideratiors of mere speculative appeal have 
played a relatively minor role in choosing these 
equities from a long list of likely candidates. In ac- 
cordance with our policy, our recommendations are 
based not only on the intrinsic value of the stock 
in terms of financial position, earnings and 
dividend prospects, or a company’s or industry’s 
position under the economic conditions likely to 
prevail during the year ahead, but also on tech- 
nical considerations, market sponsorship and 
other pertinent factors. In short we have ap- 
plied all the usual criteria that necessarily and 
prudently enter the selection of securities, but 
special attention has been given to the forth- 
coming industrial and economic environment 
and the extent to which recognized potentials 
have already been discounted by past market 
action. 

In making this statement, we are of course 
fully aware of the imponderables inherent in the 
present-day situation, particularly the domestic 
and foreign political uncertainties, the prospect 
of higher taxes, the likelihood of an ebbing of 
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the postwar boom in its more 
extreme manifestations, the 
possibility of somewhat lower 
corporate earnings. Thus 
among the equities selected are 
those of companies in industries 
which regardless of indicated 
prospective conditions show 
promise of continued high level 
business as in the steel, petro- 
leum, building, chemical and 
non-ferrous metal industries. 
Inclusion of a liquor stock takes 
into consideration not only that 
company’s strong position in its 
field but the readjustment which 
the industry has already under- 
gone, and its likely future pros- 
pects. In every case, our choice 
has been dictated by a variety 
of factors which we believe may 
combine to render acquisition of 
these stocks at the proper time 
profitable. Above all, under to- 
day’s conditions, we have given 
recognition to the desirability 
of high income yield and ample 
dividend coverage even in the 
event of declining earnings, a 
factor which we believe will 
have an important bearing on 
future market action of stocks 
so protected. 

As to the timing of purchases, 
our advice is to withhold com- 
mitments until the nearer term 
market outlook becomes clearer, or until better buy- 
ing levels are at hand. 


Gauging the market outlook at this time must take 
into consideration the uncertainties, and the at least 
temporarily upsetting potentials inherent in the con- 
troversial nature of the Administration’s program 
now starting its journey through Congress. In the 
course of this journey, better buying levels may well 
materialize. 


We suggest that our readers carefully follow the 
A. T. Miller market analysis in each issue of the 
Magazine for guidance in timing their purchases. 
Mr. Miller will inform you of the opportune time to 
buy these securities, and he will also, later, advise you 
when to sell so as to realize maximum profits. 
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AMERICAN SMELTING & REFINING CO. 


BUSINESS: Largest factor in smelting and refining non-ferrous metal ores, 
this company is interested through investments or otherwise in almost all 
phases of production and processing of ores in all parts of the world. 
Most of company’s own production comes from Mexico, while principal 
smelters and refineries are in this country and investments in fabricating 
concerns are chiefly in the United States. 


OUTLOOK: Profits are determined chiefly by the spread between produc- 
tion and selling costs, which since price controls were removed has been 
abnormally wide. Demand for copper, lead and zinc has been stimulated 
by the impact of excessive industrial consumption on war induced short- 
ages. Lack of scrap metal has steadily forced up prices of the newly mined 
product to highest levels in 25 years or more. Key to future lies in con- 
tinuance of government stockpiling of strategic materials. Domestic indus- 
trial needs are moderating somewhat, but acquisitions for possible mili- 
tary emergency are growing. Indications point to maintenance of current 
tight situation unless international tension suddenly should be removed. 
Earnings of American Smelting may recede moderately this year in ab- 
sence of inventory appreciation which contributed importantly to profits 
in 1947 and 1948, but results may still come close to double the prewar 
average of about $4.50 a share. 


DIVIDEND ACTION: Fairly liberal dividend policy has been maintained, 
considering numerous economic uncertainties. Strong financial position 
precludes need for ploughing back profits. Distributions should remain 
generous even though earnings may fall slightly. On basis of last year’s 
dividends, yield is about 10%. 


MARKET ACTION: Stock is thoroughly seasoned and widely held in invest- 
ment accounts. Despite its investor appeal, current earnings are modestly 
appraised by the market. Ranging between 68 and 46% in the last year, 
stock at 55 has been fluctuating recently not far below midway point. 


COMPARATIVE BALANCE SHEET ITEMS 





Dec. 31, June 30, 
1940 1948 Change 

ASSETS (000 omitted) 

I oe iaiigecde hones : $ 14,181 $ 13,860 —$ 321 
Marketable Securities .. 7,240 51,682 + 44,442 
Receivables, net . 12,138 25,394 + 13,256 
Inventories ................ 61,178 75,599 +, 14,421 
Other Current Assets 3,401 4,063 ote 662 
TOTAL CURRENT ASSETS............ 98,138 170,598 + 72,460 
Plant and Equipment.................. 115,797 + 40,445 
less Depreciation .......... : 63,715 36,482 
Net Property ............... ; 52,082 + 3,963 
Other Assets ... es 43,777 + 19,131 












TOTAL ASSETS . $266,457 +$95,554 
LIABILITIES 

Accounts Payable & Wages............. ... $ 13,673 $ 25,893 +$12,220 
MRI ia snk csnrracaisosthere tes cavrnctecei 10,002 30,754* -+- 20,752 
Other Current Liabilities.............. % 2,699 4,287 + 41,588 
TOTAL CURRENT LIABILITIES..... sevaaas 26,374 60,934 + 34,560 
Other Liabilities ........... - asoees 68' 3,074 + 2,385 
_ eek gl Rell Ra ta ia ep emia > 24,135 31,231 + 7,096 
Capital .. 93,620 115,537 + 21,917 
urplus ..... 26,085 55,681 + 29,596 
TOTAL LIABILITIES . $170,903 $266,457 +-$95,554 
WORKING CAPITAL $ 71,964 $109,664 +$37,700 


CURRENT RATIO .............. Sse Rr eh 3.7 2.8 = 
*Tax Reserve 
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BETHLEHEM STEEL CORPORATION 


BUSINESS: One of the leading representatives of heavy industry, Bethle- 
hem is second largest steel maker and probably the most important factor 
in shipbuilding. Steel plants are located chiefly in Atlantic Seaboard 
states and serve principally eastern markets. Iron ore reserves are owned 
in Latin America; coal mines in this country. 


OUTLOOK: | 949 prospects appear fully as promising as for 1948, in which 
earnings held at a record rate. Although steel prices have advanced less 
than many raw materials they are historically high — especially with 
elimination of basing point pricing. Hence, margins may decline mod- 
erately if upward adjustments in wages and other costs should come about. 
Plant modernization has contributed to greater labor productivity, how- 
ever, and a considerable drop in volume would be necessary to impair 
margins seriously. Indications point to above-average operating ratios 
this year — barring a strike in the soft coal mines — and volume is the 
key to profits in steel mills. With steel demand continuing strong and 
insistent, Bethlehem should do quite well even allowing for keener com- 
petition and higher taxes. 


DIVIDEND ACTION: Although distributions to stockholders have been 
liberal in comparison with prewar experience, dividends have been small 
in relation to earnings. A larger proportion well might be disbursed now 
that capital improvements are becoming less urgent. The current rate 
appears secure, yielding about 7%. 


MARKET ACTION: “Bessie” is one of the market leaders, enjoying a 
broad and reasonably active market. Popularity among small investors 
has increased since the 3-for-! split a year ago. Dividend consistency 
has contrbiuted to improved investment rating. Stock has lost a measure 
of volatility usually found in heavy industry issues. Recently it has hovered 
around 33 compared with the 1948-49 range of High 3934, Low 30%. 


COMPARATIVE BALANCE SHEET ITEMS 










Dec. 31, June 30, 
1940 1948 Change 

ASSETS (000 omitted) 
Cash . $ 84,027 $ 98,318 +$_ 14,291 
Marketable Securities 0.000000. ccee eaten 100,240 -+- 100,240 
Receivables, net ..... 63,590 89,275 + 25,685 
Inventories ............. Se 135,065 164,460 + 29,395 
Other Current Assets........ 4,640 20,893 + 16,253 
TOTAL CURRENT ASSETS 287,322 473,186 + 185,864 
Plant and Equipment.... 810,793 1,088,504 + 277,711 
Less Depreciation .... 351,514 619,575 + 268,061 
Net Property ....... 459,279 468,929 a 9,650 
Other Assets ........ . 17,123 28,332 + 11,209 
IG sie od cites ssa so24 vnvwcddainsacenins $763,724 $970,447 - | $206,723 
LIABILITIES 
Accounts Payable .......... iemianas . $ 25,070 $ 56,847 +$ 31,777 
IIE da cciccdaacececceaccnrase 30,132 70,319 + 40,187 
Other Current Liabilities.......... 36,418 86,248 -+ 49,830 
TOTAL CURRENT LIABILITIES 91,620 213,414 -+ 121,794 
Long Term Debt.......... Perea 123,814 — 53,390 
Other Liabilities .......... . 103,738 219,905 116,167 
EE sigs scushnstenta veces Be 9,567 30,299 + 20,732 
Capital .... 376,963 376,963 = areeeeee 
Surplus = 96,252 219,466 + 123,214 
TOTAL LIABILITIES .... . $763,724 $970,447 +$206,723 
WORKING CAPITAL ......... Pee .. $195,702 $259,772 +$ 64,070 
I IEEE csncsisiesecinsssssedssysteserecated 3.1 2.2 -- 9 

453 
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____ BORG-WARNER BOR : CITIES SERVICE CO. (NY Curb) CSV 
= as Pci = Sau est : ; Adjusted 
= : : rice ———T Price Range 
1929 - 1935 90 —}——} 1929 - 1985 - = 
us : — High — 438 High — 6823 
; Low - 18 Low - 7 = 
; : 80 as at 
ib : I 
yp + Hitt 20 —t — 
: tt Funded Debt: Subsid: $315,087,539 —f = 
; + : arent: $172,157,150 —{— T 
Funded Debt: tit if 60) ——t Subsid.Pfd.Stks: $44,973,802 =] i ; 
Shs.$3.50 Pfd: 188,000 - $100 par Ts ———| {- Minority Int in Subsid: $31,506,769—> tt ik 
=o Shs . Common: 2,336,736 ~ $5 par : Parr a LS P| an Shs. Common: 3,702,000 - $10 par Sais Aaa ETS ath 
1 pe er Dec.: 31 : ; ir } 5 50 ttt Fiscal Year: Dec. a = 
— ath Hh oo rns os ht — 
: — fiat 
— — 40 
att LU 4} 
tt — ae 30 ii 
, a re thi — er 
t = Lt aie : 
1 a Dra oo a 
pf t on 
THOUSANDS OF SHARES - THOUSANDS OF SHARES — 
fae = 2=SS5=SS=S2=5 5 = 
7 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1937 1936 1939 1940 1941 1942 19. 
33. jd .01 | 2.43 2.88 | 3.20 3.09 | 3.36 3.42 3.84 | 3.66 | 9 nt} 1.02 +23 -68 1.72 2.90 3.62 3.78 | 3.88 3.12 | 6.41 10.93 
30 -25 | 1.35 | 1.50 | 2.00 | 1.60 | 1.60 | 1.60 | 1.60 | 1.60 | 2.05 | 4,50 [ow] - = - - - - . : - - 1.50 | 3. 
41.19.71 23.8.1 27.9 | 29.5 | 31.6 | 38.6 | 42.6 | 52.1 | 59.3 | 71.3 |mg Gp $ mil] 71.6 [77.6 |73.8 | 76.8 | 85.3 | 90.1 [107.5 |147.4 | 173.1 | 131.2 [mg Op 
BORG-WARNER CORP. CITIES SERVICE COMPANY 
BUSINESS: This company is widely regarded as one of the most ably BUSINESS: One of the potentially most interesting representatives of the 









































managed automotive accessory concerns. Transmissions, overdrives, 
clutches and other standard parts for motor cars account for about half 
of volume, while refrigerators, ranges, washing machines and other ap- 
pliances contribute more than a third of sales. 


OUTLOOK: Company's wide diversification of products and leadership in 
its field account for its strong competitive position. Indications of high 
rate of production of automobiles — especially in popular priced models 
— point to another highly profitable year. Raw materials should be more 
freely available with a moderate slackening in output of household ap- 
plances. Improved worker efficiency promises to sustain margins as far 
ahead as can be visualized. Because refrigerator models are competitively 
priced, company benefits from bulk sales to contractors engaged in low- 
cost housing developments. Even though earnings should decline mod- 
erately this year from estimated record results for 1948 of $12.50 to $13 
a share, the showing promises to eceed prewar average by a wide margin. 
A slackening in the company's expansion program should prove a favor- 
able influence on cash position. 


DIVIDEND ACTION: A fairly liberal policy has been pursued with dis- 
tributions averaging about 54 per cent of net profits and payments having 
been made in each of the last 22 years. Regular $1 quarterly rate may be 
raised this year and already has been supplemented by a $1.50 extra 
declared in December. On last year's dividend, the stock yields better 
than 8%. 


MARKET ACTION: The stock enjoys a relatively good market and ordi- 
narily fluctuates rather narrowly. Tendency has been for this issue to move 
in accord with the motor group. The shares have been selling recently 
around 52, or about midway between high and low of 1948-49 range of 
66!/4-42!/2. 

COMPARATIVE BALANCE SHEET ITEMS 









Dec. 31, Sept. 30, 
1940 1948 Change 

ASSETS (000 omitted) 
EN to cha teak sain Sonsane seapanthciel sosseces UDOT $ 25,365 +$ 8,258 
Marketable Securities selenapchabapakia ' 13 10,100 + 10,087 
Receivables, net .......... 6,771 30,710 + 23,939 
Inventories ................... 14,516 45,537 + 31,021 
TOTAL CURRENT ASSETS. 38,407 111,712 + 73,305 
Plant and Equipment......... 24,048 48,292 + 24,244 
Less Depreciation ......... . 10,661 13,633 + 2,972 
Net Property 13,387 34,659 + 21,272 
Other Assets es 3,179 6,315 + 3,136 
TOTAL ASSETS . . $54,973 $152,686 +$97,713 
LIABILITIES 
Accounts Payalble ..................ccccccsseeseeees $ 2,722 $ 10,648 +$ 7,926 
Reserve for Taxes................... 4,863 9,414 + 4,551 
Other Current Liabilities.......... 2,887 11,224 + 8,337 
TOTAL CURRENT LIABILITIES... 10,472 31,286 + 20,814 
Other Liabilities ............. 94 272 + 178 
NE aor seins eck cacsasssccscisvevicaivwencoeansss 1,762 11,372 + 9,610 
Capital ...... 12,310 30,035 + 17,725 
SE OR OREN 30,335 79.721 + 49,386 
TOTAL LIABILITIES ............... .... $54,973 $152,686 +$97,713 
WORKING CAPITAL ............ . $27,935 $ 80,426 +$52,491 
og 3.7 3.6 — of 
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petroleum industry because of impending financial developments, Cities 
Service is rapidly expanding operations in natural gas as well as in pro- 
duction and refining of crude oil. Sales have more than doubled in the 
last decade. 


OUTLOOK: Aside from the promising earnings outlook reflecting excep- 
tionally wide profit margins, this company is interesting as a “breakup 
situation.” In complying with a Securities & Exchange Commission order, 
the company still must dispose of valuable public utility properties in 
Ohio. Proceeds of sale, when consummated, are to be applied to debt 
reduction. In addition, large investments in pipe lines may be sold if 
recent negotiations are successful. As a result, it is possible that parent 
company’s funded debt of more than $150 million may be virtually 
eliminated. Such a development would enlarge equity applicable to com- 
mon shares. Meantime the necessity for putting back excess earnings into 
expansion and improvements is diminishing. With growth trend still strong 
in oil and particularly in natural gas, long range earnings outlook is en- 
couraging and results this year promise to compare favorably with esti- 
mated $16 to $18 a share for 1948. 


DIVIDEND ACTION: Elimination of preferred stock paved way for #om- 
mon dividends in 1947 and a higher rate last year. Distributions this year 
should be no less than $3 paid in 1948 and well might be larger. On the 
former basis, the stocks yield about 6!%. Prospects for increase would 
be enhanced by reduction in debt or possibly by larger revenues from 
investments. 


MARKET ACTION: Stock is one of the most widely distributed of domestic 
corporations and always has enjoyed an active market. High leverage 
contributes to volatility. Around recent price of 45, shares are about 
midway between high and low of 1948-49 range of 6634-3154. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31, 
940 


















1947 Change 
ASSETS (000 omitted) 
nS ee oe te Sacre Oe $ 63,248 $131,346 +$ 68,097 
Marketable Securities ............................ 3 2,350 + 1,998 
Receivables, net 26,624 41,843 + 15,219 
I oon os dn cohebneesoto 33,811 61,522 + 27,711 
TOTAL CURRENT ASSETS.................. 124,035 237,061 + 113,026 
Plant and Equipment........................ 910,856 908,024 — 2,833 
Less Depreciation .... 220,406 317,612 + 97,206 
Net Property .... is 690,450 590,412 00,03 
RRS ieee peer sree ie S 253,301 72,112 — 181,189 
WOSTARIMOSETS «....o..ooccccocecscnicncowe : $1,067,786 $899,585 -—$168,201 
LIABILITIES 
EEE oo ooo 2s cape sscsoaee ceuseioaiee $ 11,279 $19,105 4+$ 7,826 
Accounts Payable . a 11,960 36,357 + a 
Reserve for Taxes................... 6,857 21,268 + 14,411 
Other Current Liabilities......... 20,116 29,162 + 9,046 
TOTAL CURRENT LIABILITIES...... 50,212 105,892 -+ 55,680 
Subsidiaries’ Preferred Stock.... 103,646 4,973 — 58,673 
Long Term Debt....................0...55 482,348 487,244* -+- 4,896 
Other Liabilities 56,066 41,445 — 14,621 
Reserves ......... 234,924t 6313 — 8.205 
Capital .... 94,755 37,020 — 57,735 
Surplus ae 45,835 176,698 -+- 130,863 
TOTAL. LIABILITIES ..... ... $1,067,786 $899,585 —$168.201 
WORKING CAPITAL = $ = 823 $131,169 +$ 57,346 
CURRENT - ae 2 —- ° 


2.5 
*—of which 5 as called in Oct. 1948. 
t—of which 230,406 is for ge om depr., etc. 
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DU PONT DE NEMOURS DD - : INTERNATIONAL PAPER IP r 
ns | : Adjusted | pr oasie jeetanee SAE oe Re RES SE ROAR oes 7 —— 1 
+ : ——f —+t Price Range f = 32S oe 
: ; 1929 - 1935 — REO) t | BT: 
ae Se Ge SO Se Se ST —T ge = aan. = t t 
“ lo = 2 <a i 3 om 
= : <a Saar a <h TARAELS Os 
———— Funded Debt: None rar A eC Ea F — — OR VEE RE HOARE Ce 
+ Shs.’ $4.50 Pfd: 1,688,850 - no par Sci vonagiae = = — 
—~ Shs.: $3.50 Pfd:. 1,000,000 - no par as me 7 280 

















—- Shs.’ Common: 11,121,962 - $20 par 5 ——_—_}__} 
Fiscal wer: Dec.: 31 i = 
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——t> Funded Debt: None 
—{— Subsidiary Pfd: $178,605 




















Tc Shs.$4 Pfd: 230,000 - no par 








+~ Shs.Common: 3,560,000 - $15 par 
aed 3 Fiscal Year: Dec. 31 : 
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THOUSANDS OF SHARES 
































































1938 1939 1940 1941 1942 1943 1944 1945 1946 1939 1940 1941 1942 1943 1944 1945 | 1946 | 1947 1948 

14 | 7.65 | 7.17 | 7.44 | 5.07 | 5.50 | 6.60 | 6.29 | 9.4: 2.47 _|4 2.47/14 | 6.07 | 6.31 {1.78 [2.07 | 2.09 . 2.10 | 7.98 | 15.02 | a 
3.25 | 7.00 | 7.00 -| 7.00 | 4. 25 | 4.25 | 5.25 | 5.25 | 7.00 - | 3.00; 4.00 | 5.00 
[161.5 2.2 1148.4 | 149.8 | 173.1 1202.71 227.6 | 284.8 | 260.4 | 33.71 35.6 L wal rw | 57.0 6a. "a 7A 65.5 | 63,1 | 68.) |*e pss 











E. I. du PONT, de NEMOURS & CO. 


BUSINESS: One of the largest and best diversified representatives of an 
outstanding growth industry, duPont has gained recognition as a leader 
in the chemical industry and in the development of new products — such 
as cellophane, nylon and numerous other less prominent materials. In addi- 
tion, the company has a substantial investment in General Motors — 
10,000,000 shares. 


OUTLOOK: Enlargement of markets for new materials accounts for the 
company's dynamic growth. Consumption of rayon, cellophane, nylon 
yarn, together with dyestuffs and other products going into textiles, remains 
in a strong growth demand. Demand for ammonia, fertilizer compounds, 
solvents, paints and lacquers gives promise of holding at a high level this 
year, while many newer chemicals used in plastics should register further 
gains. Notwithstanding rising costs, profit margins have been well main- 
tained. Prices have advanced moderately, but increases have been small 
in comparison with other commodities. Large volume has contributed to 
operating economies. Earnings this year may decline somewhat from 
estimated record high of $12 to $13 a share in 1948, but should afford 
ample coverage for a liberal dividend. 


DIVIDEND ACTION: Distributions to stockholders, influenced partly by in- 
come from General Motors shares, have been large in relation to earnings 
from normal operations. This policy is expected to be continued after 
forthcoming 4-for-I stock split. Accordingly, the relatively attractive (better 
than 5%) yield for a chemical issue should appeal to small investors 
when stock is available in lower price range. 


MARKET ACTION: Fluctuations have been unusually narrow, considering 
the high price for the shares and handicgps imposed on investors in high 
tax brackets. Marketability may be expected to improve after split brings 
stock to a more popular price level. Around 185, close to the high of 1948- 
49 price range of 1887-164, the stock has been responding recently to 
demand stimulated by split. 


COMPARATIVE BALANCE SHEET ITEMS 













Dec. 31, June 30, 
1940 1948 Change 

ASSETS (000 omitted) 
Was aca a cvscy cig du deak vonacuacnct cnuneaenstaseaee $120,280 $ 131,539 +$ 11,259 
Marketable Securities .......................0006 19,979 48,000 -+ 28,021 
ME NS OE ose ccs césccccccessxecsorcessaexe 40,244 67,915 + 27,671 
WUE 520 og ch) ccasecksstascccevecvercesasecacs’ 63,379 145,523 + 82,144 
Re EE OIG ios cs scccsscccesvensssases: ©. ccesanexe 6482 + 6,482 
TOTAL CURRENT ASSETS. 242,882 399,459 -+ 156,577 
Plant and Equipment.. 410,779 735,698 + 324,919 
less Depreciation ... 133,581* 342,568* + 208,987* 
MEN NEI oon seo gG cscs evs scensavsncoassssacks 277,198 393,130 + 115,932 
MO BI osc sisi sco; svessvecoivsavecccssevers 281, 367,994 -+ 86,333 
MCW EMIOUD. caNicccsussesevvaovecassoseverecosesses $934, 892 $1,503,151 -+$568,259 
LIABILITIES 
Accounts Payable & Accruals.................. $ 43,397 $ 50,257 +$ 6,860 
Reserve for Taxes..... 51,089 770t — 50,319t 
Cther Current LIGHMINOS.......c..cccccccescsces —___sacesese 14,530 + 14,530 
TOTAL CURRENT LIABILITIES.................. 94,486 65,557 — 28,929 
MRIS RUMEN coos oes cessssiisenasctiscesgxeses 133,581* 342,568* +- 208,987* 
WRUNG coco 5 ccs see vessaessenceansecassnasiasnecasiesses 52,370 114,887 + 62,517 
MINI 5 cose rs cae ccc deed ctecescasscncesexusanrstexesst 390,200 492,052 -+ 101,852 
MN ooo sade ses vansachaccesnctesvagadocsese 264,255 488,087 + 223,832 
TOVAEEPABILUTIES 5. cs4c:.cescuesssusceescasceese $934,892 $1,503,151 -+$568,259 
WORKING CAPITAL ............ccccccccccsecseee — 396 $ 333,902 +$185,506 
CURRENT MINN ey oan ive lisnssccecvobescatscs 6.1 at. 3. 


*—Deprec. Reser. carried on Liabilities side a Balance Sheet. 
t—After deducting U. S. Treasury Tax Note of $100,151,600. 
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INTERNATIONAL PAPER CO. 


BUSINESS: Representing a basic industry, International Paper is the 
largest and now one of the strongest companies in its field. Products in- 
clude kraft, paperboard, newsprint, various types of pulp including mate- 
rials for rayon and fine paper. Newsprint is produced chiefly in Canada, 
while domestic operations are located primarily in the South. 


OUTLOOK: Enlargement and modernization of facilities for manufacture 
of pulp, kraft paper and board as well as containers, multiwall bags, etc., 
account in large measure for strengthening of competitive position. Lessen- 
ing of competition from abroad has enabled the company to broaden its 
business and widen profit margins on newsprint as well as basic materials 
to such an extent that it now dominates the industry. Hence, despite in- 
tensifying of competition, the company should continue to do quite well 
earningswise, particularly since its prices generally have been below those 
up to recently prevailing in premium markets. Its costs are believed to be 
materially lower than those of many marginal producers, suggesting that 
easing of demand should present no serious sales problems. Earnings may 
not recede importantly from indicated $13 to $14 a share for 1948 despite 
moderately higher transportation and labor costs. 


DIVIDEND ACTION: With demand for new capital easing, time seems 
approaching for further liberalizing of dividends. Distributions have been 
small in relation to net profits while debt was being eliminated and plant 
improvements were being pushed. Payments this year should exceed the $5 
a share of 1948. On the latter basis, the stock yields close to 10%. 


MARKET ACTION: While stock has been a rather volatile performer, re- 
flecting rapidiy changing conditions in its industry, it has gained con- 
siderable investment prestige as result of ploughing back substantial 
wartime earnings. At around 50 recently, the shares are in lower half of 
1948-49 range of 6434-4234. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
40 19 















a7 Change 
ASSETS (000 omitted) 
UI saab heeded a caphsh Reena tabeataesnectdeancanstane <7 18,032 $ 19,116 +$ 1,084 
Marketable Securities .....................0000..00 seen 2,726 + 2,726 
Receivables, net .......... 14,337 24,118 + 9,781 
re 30,758 52,652 + 21,894 
TOTAL CURRENT ASSETS.... 63,127 98,612 + 35,485 
Plant and Equipment....... 222,992 279,929 + 56,937 
Less Depreciation .. 65,870 132,195 + 66,325 
Net Property ........ 157,122 147,734 — 9,388 
Other Assets . 10,868 32,240 + 21,372 
POLL ea : $231, 117 $278,586 +$47,469 
LIABILITIES 
Notes Payable ........................ S Gao ineceses —$ 6,200 
Accounts Payable & Accruals. 7,907 30,551 + 22,644 
Reserve for Taxes................. 8,806 a a 
TOTAL CURRENT LIABILITIES. 22,913 30,551 + 7,638 
Subsidiary Preferred Stock... 1,081 17; — 90: 
Long Term Debt.................. Lt 7 — 52,072 
Other Liabilities . 441 46,010 + 45,569 
Reserves ............. 2,370 26,506 + 24,136 
Capital ... 119,942 76,400 — 43,542 
[| ees 32,29 98,941 + 66,643 
TOTAL LIABILITIES ... $231,117 $278,586 +$47,469 
WORKING CAPITAL . $ 40,214 $ 68,061 +$27,847 
NE CI ovine is sicacevscccsccacinanaccecues 2.7 3.2 oh 5 
a—wu. S. tax anticipation notes of $32,530, aia set aside 
455 
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JOHNS-MANVILLE CORP. mM JOY MFG Joy 
—— — ms = T Adjusted 
same Be ETE: es + Price Range oa 
—+—-—} — i 2 1929 - 1935 80 
+ : High — 81 
t Low - 38 s 
70 tit 
‘ 60 Long Term nit: Mone . tt 
— : Shs. Common: 856 - par an 
a Long Term Loan: $5,607,346 se a Fiscal Year: Sept.’ 30 r it 
F Shs. 3%z Pid: 73,646 - $100 par 7 — 
- Shs. Comzon: 2,905,810 - no par —-—~-—- Jy oe 
{ Fiscal Year: Dec.’ 31 — tl 40 - 
: t a ft # i 
+ ; T : t tt ¥ : 
t oat 4 on : oI 
“ Lit as! rl ad t Li | 
: eee . 
: t a : +f 
; ar Tut tad : u 
—- A + wo = D 0 + 5 Or ft 
i it N iL ¥ pit 
+ fr i " A ibd 
t 7 iL } I 0 Pub 
omcieiionael 10} aman 4L tet “| 
i TLL ALS 
ea 
: t i : 
“er t en een hw Tine +t i THOUSANDS OF sHanes [———{f— HH 
a 4 ITE 10 Pe "Pe BPD Bree, 
937 1938 1939 1940 1941 1942 1943 Oba 1945 1946 1947 1948 1937 1938 1939 1940 1941 1942 1943 1944 1948 1946 1947 — 
$93 | .36 | 1.41 | 2,12 || 2.22 | 2.12 2.15 | 1.191| 2.01 | 3.23 pan) 95 | 1.08 | 2.62 | 2.65 | 2.22 | 1.96 | 2.10 .42 | 3.29 | 8.52 
58 | -16§ 91% -91§ -91§|_ 1.00 -15 -91 1.08% 1.16 1.40 2.00 | ow. : P 1.00 | 1.20 1,00 -80 -80 1.00 1,50 | 2.10 
‘ 17.4 18.8 | 18.7 22.0 32.4 | 28.7 || 25.3 25.8 | 24.6 26.9 Mil e 2.6 2.8 2.9 4.1 4.3 4.3 4.2 13.7 _|24.5 































































































JOHNS-MANVILLE CORP. 


BUSINESS: Leading representative of the building materials industry, 
Johns-Manville is largest producer of asbestos products. Increasing popu- 
larity of home insulation has contributed to growth in rock wool sales. 
Asbestos-cement pipes for water mains represents another important prod- 
uct. Large part of sales is derived from new lines. 


OUTLOOK: Promising outlook for high rate of residential construction is 
principal factor to be considered in appraising this company. Johns- 
Manville roofing and sidings are specified in many contracts. Pressure 
for government aid for low-cost housing points to continuance of excep- 
tionally large volume of construction. Building industry normally accounts 
for 60 per cent of company's sales. Materials are also supplied for brake 
linings and clutch facings in motor car parts. Prospects for foreign sales 
are regarded as more promising than last year. With benefit of plant 
enlargement and improvements, 1949 earnings promise to compare favor- 
ably with record results of $5 a share or more in 1948. Margins are be- 
lieved to be somewhat better than those of competitors. 


DIVIDEND ACTION: Regular distributions to stockholders have been con- 
servative, but frequently have been supplemented by extras. With expan- 
sion program slackening, larger proportions of profits should be available 
for dividends. Payments this year should be at least as large as the $2 rate 
of 1948, at which the stock yields better than 5%. 


MARKET ACTION: Like most other seasoned “blue chip" issues, this stock 
responds chiefly to investment influences. Split two years ago has im- 
proved marketability and increased popularity among small investors. 
Stock at about 38 recently is in upper half of trading range for 1948-49 
between 42!/, and 33!/,. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
19: 





1940 47 Change 
ASSETS (000 omitted) 
RE iecesh scab scacschovesicds cane ... $ 8,888 $ 8,568 —$ 320 
Receivables, net ......... ; : 7,898 15,596 + 7,698 
OE eee 9,154 18,025 + 8,871 
TOTAL CURRENT ASSETS.... 25,940 42,189 + 16,249 
Plant and Equipment....... : 55,732 96,014 + 40,282 
Less Depreciation ....... 29,182 43,267 + 14,085 
Net Property ............... een er 52,747 + 26,197 
Other Assets ......... : ki inch cis 6,388 20,323 + 13,935 
IID: ccciconcescustepesaovescuceeines resonant $58,878 $115,259 +$56,381 
LIABILITIES 
Accounts Payable .......... : $ 1,930 $ 10,187 +$ 8,257 
I A EN conch sscccacenspencnsranpsenoe 3,516 5,010 + 1,494 
Other Current Liabilities........................ 1,797 65 — 1,732 
TOTAL CURRENT LIABILITIES.. xenpiecons 7,243 15,262 + 8,019 
Ow) eae eee ; 5,607 + 5,607 
Other Liabilities .......... 4 | cree — 2,131 
a HR aa ee Oe ta 1,256 9,093 + 7,837 
Capital ............ 55,200 + 32,200 
Surplus 0,097 + 4,849 
TOTAL LIABILITIES .... $115,259 +$56,381 
WORKING CAPITAL ......0...............0...... 18,697 $ 26,927 +$ 8,230 
CURRENT RATIO ..... PRU 3.6 2.8 pe 
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JOY MANUFACTURING CO. 

BUSINESS: Leading manufacturer of mechanical mining equipment, Joy 
supplies a wide variety of labor saving devices that have become essential 
in coal mining today. Products include a revolutionary continuous mining 
machine capable of digging and bringing out coal at almost unbelievable 
rate and at tremendous savings in manpower. Mechanical loaders, belt 
conveyors, shuttle cars, drilling and cutting tools, fans and numerous other 
products used in underground mining are manufactured. 


OUTLOOK: Need for counteracting the sharp advance in coal miners’ 
wage rates to enable this industry to survive in competition with other 
fuels, particularly natural gas, presents an opportunity for Joy to supply 
modern equipment in large mines of Pennsylvania, West Virginia and 
Kentucky. Additionally the company has a sizable foreign demand for 
its products. Contracts on hand reflect high rate of activity in bituminous 
mines as well as obvious benefits of labor saving machinery. The promise 
of continued high level for wages points to several years of good business 
in manufacturing mechanized equipment. Strong competitive position 
assures wide profit margin. Earnings seem likely to hold at relatively high 
level even if they should recede moderately from $8.14 a share for fiscal 
year ended Sept. 30. Capitalization consists only of 854,854 shares of 
common stock. 

DIVIDEND ACTION: Despite need for adequate working capital in financ- 
ing large volume of business, management has followed a liberal dividend 
policy. Distributions have been placed on a regular $3.20 annual basis 
(yielding better than 8%)) but extras may be anticipated under favorable 
conditions, such as the 80 cent payment in December supplementing 
regular payments. 

MARKET ACTION: Stock lacks seasoning and is regarded as a volatile 
performer, but gradually is gafning a higher investment rating. Per- 
formance has been above-average marketwise in its steady climb to 
successive highs in each year since 1942. Around 38 recently, shares have 
ranged between 43!/, and 30% in the last year. 


COMPARATIVE BALANCE SHEET ITEMS 









September 30 

1940 1947 Change 
ASSETS (000 omitted) 
ih Prete nl Wes sis voctestianaessotearente $ 200 $ 2,536 +$ 2,336 
Receivables, net ..... , 1,799 11,715 9,916 
ee a 1,630 21,642 20,012 
TOTAL CURRENT ASSETS...... 3,629 35,893 +. 32,264 
Plant and Equipment....... 653 11,501 + 10,848 
Less Depreciation ........... 261 6,968 6,707 
Net Property ...... 392 4,533 + 4,141 
Other Assets ..... es 147 2,529 + 2,382 
TOTAL ASSETS ........... $4,168 $42,955 +$38,787 
LIABILITIES 
Notes Payable ....... Ladegs $ 104 $ 104 
Accounts Payable ............ 250 3,858 3,608 
Reserve for Taxes............... eases in” aaa 4,909 +. 4,909 
Other Current Liabilities... : iis 431 2,624 £ 2,193 
TOTAL CURRENT LIABILITIES... ee 785 11,391 + 10,606 
ener oh cescentisonseckssunaees en 477 
Other Liabilities .. ee chastise: ae 186 oe 186 
asec sle tc vccacihvavcvecesaspirrenvteks. “.Wenpabes 525 7 525 
Capital 38 858 4 474 
Surplus 2,521 29,995 + 27,474 
TOTAL LIABILITIES ..... 168 $42,955 +$38,787 
WORKING CAPITAL ... $2,844 $24,502 +$21,658 
MEET TRPATGOD «..ccncnessccccseccnsssraceoncensece - 1.4 
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Ten Potential Market Leaders for 1949 
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PURE OIL CO. 


BUSINESS: One of the older and better known of medium-sized inte- 
grated oil companies, Pure Oil has made outstanding progress in develop- 
ing new production sources and in modernizing its refinery system in recent 
years. Crude is produced chiefly in the Southwest and in Wyoming with 
scattered output in Illinois, Ohio and West Virginia. Marketing is con- 
centrated primarily in the Middle West and in the South. 


OUTLOOK: Discovery of the Dollarhide field in Texas, regarded as one 
of the most important strikes of the year, and development of Wyoming 
properties have immeasurably strengthened the company’s competitive 
position and improved its 1949 outlook. Production, which has averaged 
from 85 to 90 per cent of refinery requirements, should be more nearly 
100 per cent this year, thereby bettering earnings prospects. Need for 
capital to enlarge output should be less urgent this year as a result of 
outstanding success in 1948. Hence, even though prices of refined prod- 
ucts should ease moderately, this company appears well situated to main- 
tain an unusually wide margin. Earnings reasonably may be expected to 
approximate estimated 1948 net profit of $9 to $9.50 a share. 


DIVIDEND ACTION: Recent declaration of a regular 25 cent quarterly 
dividend supplemented by an extra of 25 cents may be deemed to have 
placed the stock on a $2 annual basis. Continued favorable results, espe- 
ciaily if exploration efforts are curtailed, should encourage hope of a 


year-end extra. 


MARKET ACTION: This is a fairly popular representative of the oil group. 
A large preferred issue accounts for moderate leverage. Conservative 
dividend policies in the past have discouraged investors interested in 
income. At a recent price of around 30 compared with 1948-49 range 
of 42-25!/g) above-average yield of 6.6 per cent should have appeal. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1940 19 







47 
ASSETS (000 omitted) 
MOE vedas Coven navesscacaseinss ret ae 
Marketable Securities . : leiiaice 
MI I oo cons. sda ccusnsssatanateess : 8,758 
Inventories .................. I aaa 16,776 
TOTAL CURRENT ASSETS cabeecicay 34,584 
Plant and Equipment... eee 
less Depreciation ..................... : ued 98,961 
Net Property ....... ene 
Other Assets ........ tein a pusavancadeddeva 34,917 
MOVE OWES 5ndinc.csincevcscisssveeescrascccancoces eh Gaeee 
LIABILITIES 
Notes Payable .................. Sicescasace S| °C usuauines 
Accounts Payable ........................ a 7,831 
Other Current Liabilities.......... 4,053 
TOTAL CURRENT LIABILITIES..... ES; 11,884 
long Term Debt................... o 3,479 
Other Liabilities .. 2,408 
Reserves .............. a |. tele 
No cgepecs Suc cccscoacesacucceohs . 112,363 
MII 6a caacscescics scstxeussese aa 54,604 
TOTAL LIABILITIES ....... .. $184,738 
WORKING CAPITAL .....................00:00e $ 22,700 
UPRINUNT EINE ooo osc cs cveccbnsecscncrecesernccasns 2.7 
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SCHENLEY INDUSTRIES, INC. 


BUSINESS: One of the largest domestic distillers, Schenley strengthened 
its competitive position during the war through acquisition of smaller units 
and through expansion into beer and wines. Blatz Brewing Co. was ac- 
quired five years ago. Company apparently accounts for 25 to 30 per 


cent of sales of the distilling industry. 


OUTLOOK: Postwar readjustment which followed an unprecedented boom 
in sales and earnings appears to have been virtually completed. Excessive 
stocks in hands of retailers and tavern operators have been worked off and 
sales this year should be more nearly in line with consumer income. Low- 
cost aged whiskey promises to become more freely available in the last 
half of the year. Notwithstanding possibility of keener competition, there 
is little threat of price-cutting at retail because of widespread adoption 
of “fair trade” price fixing. On basis of results for first quarter of current 
fiscal year, earnings may show only a moderate decline from the $8.20 
a share reported for year ended August 3!, 1948. Unless there should 
be an unexpected business recession, national income may be relied upon 


to sustain volume for principal distillers this year. 


DIVIDEND ACTION: Distributions on present stock, following split-ups in 
1944, 1945 and 1946, have been maintained on a $2 annual basis, cur- 
rently yielding about 6'/2%. Coverage appears adequate to assure main- 
tenance of this rate, and there is a slight possibility of an increase if 


inventories should be reduced. 


MARKET ACTION: The stock is one of the most popular of its group and 
responds readily to special influences affecting the liquor industry. Fluctu- 
ations in recent months have been relatively narrow holding not far above 


tne 1947 low but well under the 1946 peak of 100. Range for 1948-49 has 


been: High 35%, low 25!/. 


COMPARATIVE BALANCE SHEET ITEMS 











194 48 
ASSETS (000 omitted) 
TIE cect ntaneniiesrs eoned ‘ $ 1,940 $ 51,644 
Marketable Securities .. 156 185 
Receivables, net ............ 15,484 35,207 
Inventories ..................... 48,776 192,972 
TOTAL CURRENT ASSETS 66,356 280,008 
Plant and Equipment... 20,279 81,375 
Less Depreciation ...... bs 3,847 24,953 
Net Property ............... . 16,432 56,422 
Other Assets Ransibaies ~ 1,257 5,551 
IE OUI d5 8 64 ces ddbuststcesues sive isescsaddc $84,045 $341,981 
LIABILITIES 
Accounts Payable ............ P ce § 3,837 $ 21,368 
Reserve for Taxes Mi Recacad 1,264 18,838 
Other Current Liabilities........................ 1,509 2,616 
TOTAL CURRENT LIABILITIES... sae 6,610 42,822 
I IN Fe aviscccccecccnecccceccoeesis Re 125,000 
Reserves ........... ae ietegiar. « . Ciecd 3,000 
Capital .... PE 6,300 
SIE Sxcccnccasceccnx dauiehtucasisausesanc. at nnn 164,859 
TOTAL LIABILITIES . ee $341,981 
WORKING CAPITAL ........................00.6 $59,746 $237,186 
GI CEN ci cecanccnccccsccccccccicecscccscace CGE 6.5 


August 31, 
te] 19. 


Change 


+$ 49,704 


29 
19,723 
144,196 
213,652 
61,096 
21,106 
39,990 
4,294 


t- $257,936 


$ 17,531 
17,574 
1,107 
36,212 
107,500 
3,006 
17,055 
128,279 


+$257,936 
+$177,440 
— 385 
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any year, both Sears, Roe- 
buck and Montgomery 
Ward gradually established 
their own large chains of 
retail outlets, many of these 
stores also serving as order 
takers for customers de- 
pending upon the mail 
order catalogues. 

Logical as this expansion 
into the retail store field 
was, the depression proved 
that limited experience by 
both of the concerns, along 
with the handicap of 
numerous unprofitable out- 
lets, created serious difficul- 
ties. During at least one 
year in the early 1930's, 
Sears, Roebuck incurred a 
substantial deficit that pre- 
cluded dividends in 1938- 
34, while Montgomery 
Ward went into the red for 
several years and 
paid no common 
dividends in the 
1931-35 period. 
But taking a cue 
from this hard 
lesson, the respec- 
tive managements 
ably revised their 


F. TRAVIS 








be | or more than 60 years past these two mail 
order concerns, starting from modest beginnings, 
have vied with each other to attract the consumer 
dollars. In this dramatic competition, both enter- 
prises have grown to giant size and for 1948 will 
probably report combined sales of close to $3.5 bil- 
lion, besides sharing in some $170 million net 
earnings. 

But in the course of these colossal merchandising 
operations, though in both cases of record propor- 
tions, the rate of gain by one concern was substan- 
tially faster than that of its competitor. This invites 
a close examination of the fundamentals and poten- 
tials of these two world-leading merchandisers, 
Sears Roebuck & Company and Montgomery Ward 
& Company, as well as of the merits of their respec- 
tive shares. 

At the outset it should be realized that while the 
convenience of purchasing by mail almost anything 
a consumer might need provided a basis for the 
spectacular growth of these concerns, distribution 
of goods through company-owned retail stores has 
become a major factor in both cases. Sales by these 
units now account for about two-thirds of annual 
volume. The trend in this direction began early in 
the 1920’s, when the depression following World War 
I threw mail order business into a tailspin, and 
liquidation of heavy inventories proved a serious 
problem. Realizing that on-the-spot markdowns, 
combined with public inspection of merchandise 
offered, would not only stabilize but expand sales in 
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operating policies 
by better coordi- 
nation, improved inventory 
controls and by changing 
retail locations if necessary. 
As a result, the recessive 
year of 1938 scarcely af- 
fected the earnings of either concern, Sears report- 
ing net of $1.04 per share (on its present stock) and 
Montgomery Ward $3.50, in both instances close to 
1937 levels. In fact it would be hard to find any 
form of chains that fared better in that rather 
difficult period. 

In general, the market coverage of retail areas 
by Sears, Roebuck and Montgomery Ward is simil- 
arly broad, each operating some 625 stores located 
in almost every state in the Union. Each concern 
also owns about a dozen mail order branches of the 
warehouse type, strategically scattered over the 
country. And to achieve a measure of integration, 
both companies directly or through subsidiaries pro- 
duce some farm equipment, paints and a few other 
items in wide demand among rural customers. The 
branch stores are of several kinds, the Class A ones 
representing large department stores in substantial 
communities, Class B and C stores serving smaller 
cities with populations ranging from 5,000 to 75,000. 


Variation in Merchandising Policies 


Where the policies of the two companies differ 
somewhat is in the character of goods carried by 
their smaller stores. The large department stores 
carry the usual comprehensive assortment, includ- 
ing a long list of hard and soft goods. But Sears, 
Roebuck tends to place more emphasis upon such 
items as paints, refrigerators, washing machines, 
tires and automobile accessories, hardware and 
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branches. In contrast, Montgom- | plldiusted : ey | : | 
ery Ward pushes sales of soft | 1999 . 1906 a 45 
goods, apparel and similar items High — 452 St i t 
with a steady local demand, with j; Low - 23 a | | a 
the idea of increasing turnover : Ia: 40 
in the rural communities. Such | if li iy ; t 
policies by no means preclude of- [———————— Funaea Debt: None : at 35 
ferings of tires, paint, wallpaper ‘~ Shs.Cap.Stk: 23,634,205 - no par [ I | 
and many others items, though. [Fiscal Year: Jen. 31 =" & 
All said, Montgomery Ward f fe 
handles about 130,000 different aft! 
items in contrast to some 90,000 | = ta 25 
offered by Sears Roebuck, thus }f'If ri i tat 
lending more variety to the goods fh l fu il ‘i HU 20 
on its shelves. \, = | ull =) ee “il | —— 
tit t tH 15 
Enormous Buying Power m — Ka i. : ! 
The enormous sales effected by = - 4 ! | ™ 
catalogue ordering plus large [ | "THOUSANDS OF SHARES { 1 t 
scale retail store distribution nat- ot n t a 209 
urally tend to emphasize the ad- l —}—— f et MNT 
vantage arising from strongly fies, | 1938 | 1939 vena Hakata gatas bt MLL Hn 1948 : 
concentrated purchasing power. [74.39% 1.04 1.65, [1.58 | 1.46 | 1.45 | 1.45 | 1.52 | 4.24 | 4.56 ES. 50 aR 
Sears Roebuck, for example, is |.1.3%| .75 | 1.06 ao 1.06 | 1.06 | 1.06 | 1.06 | 1.00 | 1.75 | 1.75 | 2.25 |on] 
the largest distributor of refrig- [ia4.4 [164.3 [171.9 [783.8 | 196.0 [216.8 [227.2 | 256.3 [295.0 |330.7 We Gp $ Mail 








erators in the world, takes the 
entire output of numerous manufacturers in other 
fields and has a sizable interest in Armstrong Tire 
& Rubber Company, as well as in many other sup- 
pliers. Montgomery Ward, on the other hand, gets 
most of its tires from United States Rubber Com- 
pany on a cost-plus basis, and is exceptionally well 
entrenched with certain textile mills and manufac- 
turers of apparel. 

All of the foregoing operating variations, how- 
ever, fade in significance in comparing the progress 
of the two competitors in postwar. While it is true 
that for many years past, despite consistent volume 
gains by Montgomery Ward particularly since the 
end of War II, sales by Sears Roebuck have in- 
creased even more impressively, it still remains to 
be seen what the outcome as to 
earning power will be in the long 
run. The sharpest kind of a cleav- 
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Montgomery Ward. 

In going into this matter, it is necessary to ex- 
amine the fairly recent activities of the two con- 
cerns individually, weighing their relation to bal- 
ance sheet changes, profit margins and capital 
set-ups. For this reason we append a statistical table 
that shows many comparable figures. These include 
latest available income account and balance sheet 
items, as well as a number of important ratios. 
Additionally we show the earnings record of both 
concerns for a ten year period. 


Vigorous Expansion by Sears Roebuck 


Let’s take Sears Roebuck first. This concern has 





| Price Range : 


}. Maal order & Chain ’ 4 1929 - 1935 





age in postwar expansion policies 
between the two concerns, along 
with the variations in merchan- 





dising patterns we have dis- 
cussed, have enabled Sears Roe- 








buck in the last three years to 
forge ahead more spectacularly. 





This concern has more than half 
completed a $300 million expan- 
sion program and has practically 





doubled its sales to well above 
$2.2 billion in 1948. 


eons i High - 1563 —hiso 
+Low - 3k B 

160 
Funded Debt: None | | | | 

Shs. $7 Cl. A: 201,554 - no par - 140 
Shs. Common: €,502,378 - no par —_] { I 

Fiscal Year: Jan. 31 
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_ Montgomery Ward & Company, 
in direct contrast, has conserved 
its resources by refraining from {4 {| 








extensive investments in fixed as- 
sets, while utilizing existing fa- 
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cilities to lift annual volume to 
around $1.2 billion, an all-time 
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peak. The big question is whether 
the aggressive policies of Sears 
Roebuck will pay off better in the 
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tong felt that its sales potentials would be improved 
by concentrating and expanding its retail outlets 
more in populous centers. At the end of the war 
the management saw an unequalled opportunity to 
capitalize on the lift of the national income to what 
it thought would be a more or less permanently high 
plateau. In two years, the company spent more than 
$130 million on new facilities, including ten new 
complete department stores in large centers, new or 
expanded warehouses, and modern equipment for 
some of its manufacturing subsidiaries. During 1948 
Sears bought property in several cities, including 
Columbus, Ohio; Atlanta, Georgia; South Bend, 
Indiana, and Norfolk, Virginia, on which it planned 
to erect Class A department stores costing from $1 
million to $4 million each. Going further afield, the 
company proposes to build large stores in Rio de 
Janeiro and in Sao Paulo. Its reputation has long 
been established in scores of foreign countries, for 
among its eight million catalogue customers are a 
great number living abroad. 


Financed Without Borrowing 


The extraordinary aspect of this sizable program 
is that to date is has been accomplished without 
































Comparative Statistical Summary 
Montgomery Sears 
Ward Roebuck 
CAPITALIZATION: AS Of cee 7/31/48 1/31/48 
Preferred Stock (number of shares)... 201,544 a 
Common Stock (number of shares); 6,602,378 23,634,205 
9mos.to 24 weeks to 
INCOME ACCOUNT: .. .. 10/30/48 7/16/48 
Net Sales (000 omitted). . $965,776 $963,104 
Net Sales Per Share... $148 $ 41 
Operating Margin 20 ne a _ 
Pre-Tax Net Income (000 omitted) $ 86,783 — 
Pre-Tax Net Margin 2. cccc.- 9.0% — 
Net Income ‘000 omitted) $ 51,223 $ 49,371 
Net Profit Margin... : 5.3% HyA 
Su) rar entre aoe ee ie $ 2.09 
LONG TERM EARNINGS RECORD 
1947 ee oe $ 4.56 
1946 6.29 4.24 
1945 4.13 1.52 
1944 3.81 1.46 
1943 3.69 1.45 
1942 3.65 1.47 
1941. 4.01 1.59 
1940 . 4.14 1.58 
1939 . 4.91 1.65 
. ) SRESRRR SR cee rn tetera 3.50 1.04 
10-Year Average Earnings, 1938-47... 4.70 2.05 
1948 Dividend . roe, 3.00 2.25 
10-Year Average Dividend, 1939-48... «=$ 2.30 S$ 132 
BALANCE SHEET (000 omitted): As of...) 7/31/48 =: /31/48 
Cash and Securities .. 9 29,877 $123,240 
Cash and Securities as % of Current Assets........ 5.9% 23.4% 
Inventories ase . $309,092 $351,002 
Inventories as % of Current Assets 61.1% 66.6% 
Tot Current Assets. cen en. $505,909 $528,601 
Total Current Liabilities $117,240 $213,230 
Net Working Capital... scenes $388,669 $315,371 
ee eee : 4.3 2.5 
Fixed Assets, Net.. ae eet wu... $ 30,074 $150,567 
Oo OS le eee . $564,885 $711,175 
Book Value Per Share. ccc . $65.74 $ 20.12 
Net Current Asset Value Per Share*........... S$ 55.80 $ 13.40 
Recent Price of Common...___.__..._...._..... $55 $ 40 
Dividend Yield (on 1948 Dividends) 5.5% “B6%, 
Price Earnings Ratio 
'to 1948 Estimated Earnings). 5.0 7.3 
*—After deducting senior securities. 

















recourse to borrowing in any form or by the issu- 
ance of any senior stocks. This is all the more re- 
markable considering that rapidly expanding sales 
and higher prices have forced the company to carry 
at least $170 million more inventories since VJ-Day. 
To make this huge expansion possible, Sears Roe- 
buck has benefitted by a substantial uptrend in earn- 
ings, of which a considerable portion has been 
retained in the business. 

As of January 31, 1948, Sears Roebuck had ac- 
cumulated about $50.9 million of special reserves, 
mainly deducted from net income before establish- 
ing final net from year to year. During 1946-47, 
some $125 million of earnings were retained in all. 
Then, besides this method of -bolstering working 
capital, an additional $43.5 million were raised by 
the sale of some forty Class A store buildings to 
insurance companies on a lease-back basis. Further- 
more, Sears Roebuck has sold more than $200 mil- 
lion of customer installment contracts to banks, 
retaining an equity of 10% in them. Despite these 
measures, the company’s ratio of current assets to 
current liabilities shrank to 2.5 at the end of fiscal 
1947 compared with 4.3 at the beginning of the 
war. It is possible that the forthcoming annual 
statement of fiscal 1948 may show improvement in 
this respect, due to record earnings. In any event, 
the impregnable credit and simple capitalization of 
Sears Roebuck would permit immediate expansion 
of working capital by financing if required, or by 
further sale of store properties. 

Operations of Sears Roebuck during 1948 un- 
doubtedly benefitted from increased availability of 
“big ticket” items such as refrigerators, washers 
and vacuum cleaners. Operating margins on goods 
of this class usually are satisfactory even when sales 
are on a cash basis, and even more so when install- 
ment payments are involved. During the 24 weeks 
ended July 16, 1948, sales increased 22% to $963 
million with strong prospects of further expansion 
during the balance of the year. While detailed oper- 
ating figures for the period are not available, the 
company reported net income of $49.3 million or 
5.1% of sales, a gain of 26% over the same period 
a year earlier. In view of generally favorable con- 
ditions during the second half of the fiscal year 
ending January 31, it is believed that Sears Roebuck 
will report net earnings above $5 per share for the 
full year compared with $4.56 in fiscal 1947. From 
our table it will be noted that this would establish 
an all-time high record and would compare with an 
average of $2.05 per share for the 1938-47 period. 


Cautious Policies by Montgomery Ward 


Turning to Montgomery Ward & Company, this 
second largest mail order enterprise and one of the 
country’s outstanding retail distributors approached 
its postwar problems with a high degree of caution. 
Until the outbreak of the war, aggressive merchan- 
dising policies had enabled the company to expand 
sales slowly in every year since the bottom of the 
depression. Lack of merchandise in wartime re- 
versed the volume trend but built up a huge deferred 
demand. When peace arrived a number of the top 
officials felt certain that a substantial expansion 
program should be undertaken, but this met with 
effective opposition from Sewell Avery, Chairman 
of the Board, with the result that a number of resig- 
nations were accepted. Mindful of hard experience 
learned following the big (Please turn to page 478) 
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sympathy with general 
market trends. Quite fre- 
quently the annual lows 
were progressively 
higher, although by no 
means as uniformly as 
the peak quotations. The 
record varies in this re- 
spect, with some of the 
stocks evidencing strong 
resistance to price de- 
clines at higher year to 
year levels, and others 
failing to keep pace with 
their peak prices along 
these lines. 

On appended tables we 
list the 15 concerns 
selected, along with sta- 
tistics to show price 
ranges each year in the 
1942-48 period, net earn- 
ings per share and 
dividends paid. In scan- 
ning these figures, com- 
parison of annual earn- 








ings and dividends de- 

















serves particular interest. 
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iit price behavior of stocks ordinarily 
is an unreliable yardstick of their present apprecia- 
tion potentials. Elements of psychology, unjustified 
speculative influences, periodic good or disturbing 
news and general market conditions — all these 
tend to establish price ranges that provide no valid 
clues for what may be expected on the road ahead. 
On the other hand, as we have often pointed out in 
our columns, share prices in the long run inevitably 
reflect the changing fortunes of a given enterprise. 
It is interesting, accordingly, to study stocks which 
persistently, over a span of years, have registered 
new highs regardless of their usual interim vola- 
tility in line with technical market factors or broad 
market swings. 

To clarify our point, we have selected 15 stocks 
that for seven years in a row have consistently 
made new peaks at some time during the year. To 
this list could have been added quite a number of 
other equities that narrowly missed meeting this 
rather severe test, but for the purposes of our dis- 
cussion they did not fully qualify, though generally 
reflecting dynamic growth. The few that did meet 
our requirements, as we shall see, clearly accom- 
plished the feat through no mere happenstance, nor 
just on basis of strictly year to year improvement 
in earnings or dividends. In some cases, such a 
seemingly adverse factor as downtrending earnings 
failed to prevent the establishment of progressively 
new highs. 

Accounting for this paradox was evidence that 
both insiders and well informed investors retained 
undiminished confidence in the medium term prog- 
ress of their company, despite frequent upheavals 
in general market psychology. In other words, ac- 
cumulating confidence in fundamentals and the eco- 
nomic outlook for these concerns created demand 
for their shares when prices fell significantly in 
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of all the concerns have 

been remarkably stable 
but later trended steadily upward to current record 
proportions. Since, as we have said, progress in 
earnings was sometimes more variable, this indi- 
cates the strong influence of yields in affecting the 
longer term advance of share prices. 

It is of course irrational to suppose that just be- 
cause any of these stocks have sold at higher prices 
for seven years in a row they will continue to estab- 
lish similar records henceforth. Although 1947 and 
1948 brought peak earnings that fully justified the 
increasing confidence of investors during recent 
years, many of the attractive yields provided by 
current share prices reflect some apprehension lest 
an approaching business recession might reverse 
the former uptrend in earnings and dividends. While 
estimated or actual earnings for 1948 covered divi- 
dends by wide margins in every case under discus- 
sion, thus creating a substantial cushion against 
leaner times, it seems apparent that the interesting 
seven year record has lost some weight among in- 
vestors generally. For this reason it is necessary to 
study the factors and potentials of these concerns 
individually, to learn in more detail the reasons for 
their past dynamic growth and to examine the hori- 
zon for signs of possible maturity. Within the limi- 
tations of space, we will proceed along these lines. 


Oil Companies Prominently Represented 


Five of the concerns on our list are in the oil 
industry. Well situated companies in this field, as 
everyone knows, have been able to sell about every- 
thing they could produce ever since the early days 
of the war. From 1942 through 1945, record mili- 
tary demand was so heavy that supplies left for 
civilians were severely curtailed. Heavy postwar 
demand plus the vast expansion in industrial activ- 
ity spurred sales of all oil products in an unprece- 
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Stocks Which Made New Highs Each Year* 











Price Ranges 























1942 1943 1944 1945 1946 1947 1948 Recent 
Amerada Petroleum . 351/4-21'/2 431/4-33!/2 5534-41 80!/,-51'/2 912-6454 107 -73 121 -8334 100 
eS | Se ete ee ener eee 85- 4!/2 17 - 8 20!/,-153% 2834-17 3134-22 3254-1958 37!/2-25 30 
PN TRUOIDS. 734- 6 87- 6!/2 954- 7/4 163%4- I/, 1734-1034 2634-1234 3034-19 24 
General Fireproofing .. 15'/4-12'/ 165%-13!/, 21'/-143% 29!/2-18!/> 31'/2-20 37 -24 40 -27 35 
International Silver ..... : 97f- 6\/ 15 -9 73\/4-14'/g 4334-23 60!/2-41 62 -401/, 6534-43 55 
Joy Manufacturing 0 -c-- ll - 7A 123%4- 8'/, 2074-1032 30!/4-1994 34 -18lf 407%-25!/, 43!/4-3055 38 





























PSS 21 IP SERS lore enone ane 634- 47/5 10%- 9/, lilfy- 9 1834- 97% 2334-137 33%4-21'/ 551/2-281/, 42 
Minnesota Mining & Mfg... 26'/4-16 2952-24!/ 35 -26 49 -43 60 -40!/, 7034-51'/4 78 -54!/, 68 
Pittston Company ......... 27,- | 103%4- 1% 147%. 8l/, 22 -12!I/ 3134-13 387-1 7!/, 46!/2-26\/, 26 
OS ee 212-16 28 = -20!/2 347-25 48 -33 65 -40!/ 68 -40!/ 72 += =-54 54 
Sharon Stee! . 10-8 173-9 18!/2-13 28 -16% 4034-23!/, 4054-243, 4634-30 36 
Standard Oil of Ohio 16 -10'¥/, 18 -14% 1952-16l/g 27-19% 30 -20% 3174-23%, 35 -23% 25 
Texas Gulf Producing... _ 3%- 2 654- 3'/ 634- 4!/2 1034- 6!/, Is - 9 24 -10!4 25!/2-15'/4 17 
Texas-Pacific Coal & Oil = ge 272 9 - 4, 12'/g- 7'/, 1552- 9 16!44,-10!/, 2374-1034 25 -19 22 
West Virginia Coal & Coke... 4\/4- 23/4 6 - 3% 103%4- 4% 1644-9 165%- 8!/, 1954- 8%, 2254-1558 16 











*—Figures adjusted for stock splits. 














dented manner and similarly stimulated production 
of crude oil. Despite price controls and excess profit 
taxes, net earnings of most of the large oil concerns 
trended steadily upward for a number of years after 
Pear] Harbor, expanding sharply from 1946 through 
1948 under the influence of increased production 
and higher prices. As a result of vast expenditures 
for new drilling in worldwide fields, oil supply has 
finally caught up with demand and it is possible 
that 1949 earnings of the average oil company may 
recede by about 15% from their record 1948 heights. 
A more drastic drop seems unlikely in view of ex- 
isting and prospective demand potentials. 

For many years past, Amerada Petroleum Corpo- 
ration has been one of the largest domestic pro- 
ducers of crude besides benefitting from large scale 
activities of a Venezuelan subsidiary, Esperanza 
Petroleum Corporation. Since 1942, the company’s 
output has almost doubled, rising to well above 20 
million barrels annually compared with 11.7 million 
seven years ago. Amerada Petroleum is a good ex- 
ample of the favorable position enjoyed by pro- 
ducers of our crude oil, especially where reserves 
have expanded faster than output, as in this case. 
With relatively light sales expenses and an insati- 
able product demand, this concern has been able to 
raise its earnings capacity steadily, although the 
substantial net gains reported have been after de- 
ductions for all intangible drilling and exploration 
costs. Dividends, as our table shows, have trended 
upward although payments for 1948 probably repre- 
sented only about 40% of net. 

At that, dividends of $6 per share were an all 
time record and a retained surplus of $9 per share 
should enable the company to continue its huge ex- 
ploration activities without borrowing, as has been 
the case for years past. At a recent price of 100, 
Amerada shares are about midway between a high 
of 121 for 1948-49 and a corresponding low of 833/,.. 
Thus the shares would have to advance more than 
21 points in 1949 to establish a new high record. 
Despite the prospect of somewhat lower earnings 
in the current year, the 75 cents per share quarterly 
dividend, raised from 50 cents last June, is certainly 
secure, and total 1949 payments will hinge upon 
what extras the company may decide to distribute. 
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In 1948 two extras of 25 cents each were paid and 
a year-end special of $3 per share. The course of 
prices for Amerada shares will depend largely upon 
the behavior of the general market and the liberality 
of the directors. 

The vigorous growth of Best Foods, Inc. since 
1942 is attributable to several factors. In that year 
the company acquired a 29% minority interest in 
its stock formerly held by General Foods, and 
started a dynamic promotional campaign that has 
proved increasingly fruitful. The company isa 
leading producer in three diverse fields, food proc- 
essing, shoe polishes and fabric dyes. Among its 
well known brands are ‘‘Nucoa” margarine, Hell- 
man’s mayonnaise, Presto cake flour, Heckers 
farina, Shinola and 2-in-1 shoe polishes, and Rit 
dyes. Origin of the business dates back half a cen- 
tury, but while earnings were fairly stable for many 
years, they failed to expand impressively until re- 
cent times. 

From a net per share of 44 cents in 1942, earnings 
advanced to a record $6.36 in fiscal 1943, although 
in 1945 they experienced a temporary dip. Con- 
servative policies in 1943 reduced dividends to 30 
cents per share from 45 cents in the previous year, 
but during 1944-46, $1 per share was paid, $2.20 
in 1947 and $3.35 in 1948. Now that highly com- 
petitive conditions have returned, the profit mar- 
gins of Best Foods are likely to narrow as indicated 
by reported earnings of 92 cents per share in the 
September 30, 1948 quarter compared with $1.69 a 
year earlier. When results for the December quarter 
are known, confirmation of the downtrend may be 
provided or it may be found that inventory adjust- 


._ments were responsible for a temporary earnings 


dip. 

A recent price of 30 for Best Foods shares, equal 
to only 4.7 times earnings and providing a yield of 
11.2% seems to have rather liberally discounted po- 
tentials for lower earnings in the fiscal year to end 
June 30, 1948. But even at their record high of 
3714 last year and assuming a reduction of divi- 
dends to $2, a yield of 5.8% would be obtainable. 
As the quarterly rate of 50 cents per share appears 
entirely safe, without benefit of extras, this is some- 
thing to consider in a long term program. 
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For a full decade past, sales by Minnesota Mining 
and Manufacturing Co. tended to expand annually, 
although not always accompanied by corresponding 
earnings gains. But in the 1942-48 period, volume 
almost tripled and to judge from nine months’ sales 
of almost $80 million, last year should have topped 
$100 million for the full twelve months. Net earn- 
ings, especially in postwar, expanded sharply, with 
net per share indicated above $6 per share in 1948 
compared with $2.07 in 1942. 

This substantial growth has been largely due to 
the increasing popularity of numerous specialties 
produced. These include Scotch tape, now widely 
used in various forms by industries, retailers and 
housewives; Scotchlite, the remarkable new reflect- 
ing material used on highway signs and vehicles; 
and an important line of abrasive coatings, to men- 
tion only a few. The originality and quality of all 
these products has been so strongly marked that 
there is little wonder that this company’s growth 
has been so rapid. As matters look now, there seems 


ample room for further progress in 1949, for mar- 
ket potentials have by no means been exhausted, and 
some of the company’s products are relatively new. 


Financial Data 


Sale of $10 million 234% debentures and 100,000 
shares of 4% preferred in 1947 provided funds for 
expanding facilities and working capital, the bene- 
fits of which should become apparent over the near 
term. Dividend policies have been conservative, 
though gradually more liberal since 1942. In the 
final quarter of 1948 the rate was lifted to 60 cents 
per share or an annual rate of $2.40, but this was 
moderate in view of estimated earnings of at least 
$6. The current price around 68 for the shares, 
establishing a yield of only 314% at the advanced 
dividend rate, attests to confidence in further 
growth and possible greater dividend liberality. 

Ruberoid Company, a steady dividend payer since 
1889, has experienced (Please turn to page 482) 
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Financial Data on Stocks Making New Highs Each Year* 
a? — “ —— Price- 
Div. Recent Earnings 

“Ml A EO 1942194381944 19451946 19471948 Yield$ Price Ratiof 

Amerada Petroleum 
Net Per Share $2.07 $3.03 $3.35 $3.42 $5.61 $9.46 $15.00E 6.0% $100 6.7 
Dividends Per Share 1.00 1.00 1.50 1.50 1.87 3.00 6.00 

Best Foods 
Net Per Share & 44 1.64 2.25 1.68 2.06 3.53 6.36 11.2 30 4.7 
Dividends Per Share(b) . 45 .30 1.00 1.00 1.00 2.20 3.35 

Dana Corporation 
Net Per Share... : 2.11 1.43 1.31 2.25 44 5.23 7.17 4.2 24 3.4 
Dividends Por Share(b) 80 .60 .60 .60 .60 .60 1.00 

General Fireproofing 
Net Per Share... 1.62 1.55 1.51 1.72 4.71 9.53 13.00 E 14.3 35 Za 
Dividends Per Share ‘ 1.25 1.25 1.25 1.50 3.00 5.00 

International Silver 
Net Per Share... 1.28 1.84 3.02 2.54 9.20 14.98 19.00E 16.4 55 2.8 
Dividends Per Share 1.00 75 1.00 1.50 3.50 7.00 9.00 

Joy Manufacturing 
Net Per Share... 2.20 1.95 2.03 1.42 3.20 8.52 8.14 7.9 38 4.7 
Dividends Per Share(b). 90 80 1.00 1.00 1.50 2.10 3.00 

Lion Oil 
Net Per Share... 1.02 1.58 1.66 1.92 3.38 6.83 10.00 E 6.6 42 4.2 
Dividends Per Share... 50 50 50 .70 Fa 1.75 2.75 

Minnesota Mining & Manufacturing 
CL CHES OC a ah eens 2.07 2.09 2.03 1.87 5.08 5.94 6.00 E 3.1 68 6.1 
Dividends Per Share. .70 .70 70 By 1.15 1.55 2.10 

Pittston Company 
Net Per Share... : 1.78 2.11 3.46 2.44 9.69 10.00 E 7.7 26 2.6 
Dividends Per Share... Nil Nil Nil Nil Nil 50 2.00 

Ruberoid 
Net Per Share... : 2.48 2.04 2.08 2.07 6.73 10.88 I1L.75E 6.0 54 4.6 
Dividends Per Share. tices 1.15 1.15 1.25 1.25 2.00 2.75 3.254 

Sharon Steel 
Wat Rar Snore... = 2.56 1.51 1.86 4.39 10.89 16.00 E 7.0 36 a3 
Divicenus Cer Shores. 1.00 1.00 1.00 1.30 2.00 2.50 

Standard Oil of Ohio 
Net Per Share... mes es wu 2.64 2.12 2.86 1.10 3.43 4.41 7.00 E 6.5 25 3.6 
Dividends Per Share mene : 90 1.00 1.00 1.00 1.00 1.37 1.624 

Texas Gulf Producing 
Net Per Share... ecitees ; 46 47 61 .66 1.18 2.30 4.00 E 5.9 17 4.2 
Dividends Per Share Coens: : .20 .20 25 30 35 .70 1.00 

Texas-Pacific Coal & Oil 
Net Per Share : 48 74 1.27 97 1.19 2.33 4.25E 7.9 22 5.2 
Dividends Per Share... .25 .30 37 42 50 1.00 1.75 

West Virginia Coal & Coke 
Net Per Share 1.19 1.51 2.62 1.94 1.06 4.89 6.21 9.7 16 2.6 
Dividends Per Share 48 48 48 50 50 75 1.55 
*—Figures adjusted for stock splits. b—Fiscal years. 
t—Based on 1948 dividends. t—Based on 1948 estimated or actual earnings. 
a—Plus stock. E—Estimated. 
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>: om the development of 
several significant trends in bank- 
ing operations during 1948, the 
leading institutions achieved 
earnings closely comparable to 
the previous year, with the ma- 
jority reporting moderate gains. 
Predictions as to the outlook for 
1949 are generally on the opti- 
mistic side, though broadly 
colored by qualifications. It is 
still too early to appraise the influence of Govern- 
ment policies that may emerge to affect economic 
conditions and banking policies. 

On balance, however, bank stockholders can view 
with satisfaction the near-riskless status of bank 
shares, the virtual certainty that dividends will 
remain stable and the continued upbuilding of book 
values. Compared with abnormal earnings at the 
end of the war, the general level currently has re- 
ceded somewhat but for two years past seems to 
have stabilized on a new plateau that gives promise 
of relative permanency. Variations in managerial 
policies and in location naturally will bring rela- 
tively slight changes in the earnings, and interest 
rate trends or politically inspired curbs upon lend- 
ing may become an influential factor. 

By and large, though, the earning power of the 
banks has established extraordinary _ stability, 
especially in recent years. This is well shown by the 
experience of member banks in the Federal Reserve 
System in the 1937-1947 period, when in no year did 
net operating income of the entire group equal less 
than 7% nor more than 8.4% of invested capital. 
Considering all the cross currents in the economy 
during this interval, the showing was remarkable, 
to say the least. 

Commercial banks generally are starting 1949 
with a record volume of loans on their books and 
with interest rates somewhat higher than a year 
earlier. As of December 29, 1948, New York City 
members of the Federal Reserve System had in- 
creased their gross loans by slightly more than one 
billion dollars in the course of a year. The average 
rate on all types of business loans expanded to 2.6% 
compared with 2.1% at the beginning of last year. 
It should be realized, though, that during December 
signs began to accumulate that business loans were 
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diminishing and during the first week of January 
the trend was somewhat accelerated. While seasonal 
factors accounted for part of this decline, further 
extension of the trend might reflect inventory 
liquidation and otherwise cautious business policies 
pending clarification of uncertainties over prices 
and taxes. 

As bank earnings in the current year will hinge 
importantly upon the level of industrial activity, 
it is easy to appreciate why estimates must be well 
on the conservative side. Many leading bank officials 
see no significant recession in sight, but frankly 
admit that heavier taxes might restrict industrial 
expansion, already past the peak, or that credit 
curbs could bring a further decline in consumer 
buying. On the other hand, if credit demands remain 
substantial, or even shrink moderately, there is 
good reason to assume that bank earnings will con- 
tinue at a satisfactory level. 


Continuation of Easy Money Policy 


Election results point to a prolongation of Gov- 
ernment easy money policies, changing earlier pre- 
dictions that short term rates might harden. But 
there is little prospect that the banks will have to 
surrender the gains in rate achieved last year. All 
will depend upon whether a resurgence of inflation- 
ary forces occurs in 1949 or whether the current 
evidence of a halt in the postwar boom expands into 
undesirable deflation. 

Last year’s raising of reserve requirements re- 
duced the reserves of member banks by about $2 
billion dollars, as a measure to restrain bank credit 
expansion resulting from the use of surplus re- 
serves. This move was considered necessary because 
bank reserves in the July through November period 
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to some extent by additional purchases of $489 mil- 
lion Treasury certificates of indebtedness, but the 
latter bear a much lower rate of interest. As matters 
stood at the year-end, holdings of Government 
securities by the New York bank group represented 
about 34.5% of their total resources compared with 
41.6% a year earlier. The ratio of cash to total re- 
sources, on the other hand, rose to about 30%, up 


some 3%. 


Earnings Well Sustained 


While it might be assumed that this sizable reduc- 
tion in earning assets would reduce earnings, espe- 110 
cially as bank operating costs tended to increase 1947 1948 
during 1948, this proved largely fallacious. The 
expansion in industrial and personal loans, mort- 


were unduly swollen by net sales of about $1.5 billion 
Government securities by non-bank investors to the 
Federal Reserve banks, and an inflow of $600 mil- 
lions in gold that was only partially offset by a $400 150 
million outflow of currency into circulation. Under 
the influence of all these factors, New York City 
bank members were forced to unload some $2.3 
billion Government securities on the Federal Re- 
serve Bank during 1948. True, they were replaced | VV 
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gages and certain other forms of investments, com- The New York banks face 1949 with demand 
bined with rising rates, helped to compensate for deposits $777 million lower than a year ago, but 
the reduction in income from Government securities. with time deposits $210 million higher. Their capital 
Additionally, many of the banks extended their accounts have risen $29 million, but their aggregate 


numerous services and upped their 
charge-offs for doubtful loans and 


fees. 


Also earnings assets have shrunk by about $1.5 billion. 
losses from Reserves with the Federal Reserve Bank have ex- 


securities were less than in former years, though panded by $879 million. Despite these cross cur- 
profits from security transactions were likewise rents, the basic position of the banks is as sound 
smaller. As a result of these shifts in earning assets as at any time in history and their opportunities 
and rates, about half of the banks were able to re- to progress satisfactorily in the current year are 
port a slight uptrend in 1948 earnings, the other fairly well indicated. 

half showing a decline of similarly moderate propor- The main factor to consider is the declining rate 
tions. After payment of dividends, every bank was of credit demand that developed in the final quarter 
able to pass substantial sums to undivided profits or of last year. The reinstitution of Regulation W 


surplus accounts. 


naturally curtailed the (Please turn to page 480) 








Statistical Data on Leading Bank Stocks 
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| 
| 
aS Deposits big — % of Total Assets ms ee 
| Book Value Per Share $ million U.S.Govt. Loans & Net Per Share Div. Recent Div. 
12/31/48 12/31/47 12/31/4812/31/47 12/31/48 Securities Discounts 1948 1947 1948 Price Yield 
Bank of Am. N.T. & S.A. $ 32.76 $ 30.14 $5,639 $5,467 $6,073 25.5% 46.4% $5.00E $ 4.25 $2.50 $43 5.8% 
Bank of Manhatan........... 33.31 32.24 1,181 1,140 1,267 27.3 36.0 2.65a 2.06a 1.20 26 «864.6 
Bankers Trust .................... 54.96 50.25 1,325 1,483 1,525 29.0 37.0 3.084 3.000 1.80 39 4.6 
Central Hanover ............. 124.33 121.46 1,401 1,492 1,544 38.3 27.6 7.43 7.26 4.00 84 48 
Chase National ............ = 44.29 43.52 4,237 4,477 4,631 32.0 32.0 2.37 2.68 1.60 34 «4.7 
Chemical Bank & Trust... 44.29 43.26 1,435 1,284 1,584 26.2 35.5 2.83 3.66 1.80 41 44 
Continental Illinois ._..... 93.92 90.22 2,159 2,229 2,356 48.0 19.5 7.70 7.79 4.00 7 6S. 
Corn Exchange, N. Y........ 60.05 * 58.12 772 782 820 56.1 9.8 4.73 4.87 2.80 53 5.3 
First National of Boston 43.86 42.75 1,371 1,338 1,519 31.0 33.2 3.94a 4.14q 2.25 46 49 
First Nat. of Chicago..... 191.91 178.08¢ 1,678 2,153 2,245 30.2 37.5 12.23¢ 11.66¢ 8.00 191 «4.2 
First National of N.Y... 1,415.87 1,367.46 523 591 696 47.0 15.8 83.99 87.66 80.00 1210 66 
Guaranty Trust .............. 366.89 360.67 2,330 2,452 2,785 34.5 37.0 17.984 17.42a 12.00 259 4.6 
leving: Prust..- 23.29 22.90 1,113 1,073 1,244 31.8 34.6 1.36a 1.26a 95 16 59 
Manefacturers Trust........ 62.82 60.03 2,223 2,320 2,390 40.5 25.3 5.19 4.72 2.40 53 4.5 
National City of N. Y.e 46.99 43.57 4,643 4,874 5,005 33.0 28.5 4.93 3.21 1.60 39 —s 4.1 
New York Trust... 109.83 107.33 642 729 719 30.2 35.5 6.50 6.54 4.00 82 4.9 
Philadelphia National... 83.50 83.55 657 699 724 36.0 24.5 6.75 6.60 5.00 99 =5.1 
a—Net operating earnings only e—Exclusive of City Bank Farmers Trust 
c—Adjusted E—estimated 
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Investment 


Speculators have long been cau- 
tious, uncertain and_ inactive. 
That necessarily implies a strong 
technical position in the stock 
market, since there is no signifi- 
cant speculative position to be 
liquidated. So far this year it re- 
mains a relatively dull and nar- 
row market — an indecisive mar- 
ket. To the extent that investment 
clues indicate the general direc- 
tion of the wind, it is favorable. 
The high-grade bond market is 
strong, setting new highs since 
1947. The best quality preferred 
stocks are in demand. Investment- 
grade common stocks are per- 
forming better than the general 
list. Perhaps speculation will in 
time follow where investment 
leads. However, it is this column’s 
notion that prudent investors will 
fare better in 1949 than specula- 
tors; that some companies will 
do well, some poorly; that we are 
back in the kind of competitive 
economy in which unpleasant 
things can happen to more and 
more marginal or poorly man- 
aged or weakly situated com- 
panies; that this is a year in 
which investment conservatism 
and selective emphasis on real 
values in equities will be more 
than ever worth while. 


Dividends 

Although the final statistics 
from the Treasury will not be 
available for some time, prob- 
ably total 1948 dividends came to 
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about $7.5 billion, 
roughly 15% or so over 1947. 
This is, of course, a new all-time 
high, but the payments were only 
a little more than 35% of corpo- 


a gain of 


rate earnings, estimated at 
around $21 billion. There is little 
doubt that earnings will be lower 
for 1949, perhaps by a sizable 
percentage; but dividends are 
likely to be generally well main- 
tained. On the one hand, the total 
of “regular” payments—many of 
which were raised during the sec- 
ond half of last year—probably 
will exceed that of 1948. On the 
other hand, the aggregate of 1949 
year-end extras may be lower. In 
appraising individual stocks it 
would be well to note what por- 
tion of 1948 dividends could be 
considered “regular”. According 
to one published compilation, the 
number of extras voted last year 
was 1,821, against 1,700 in 1947; 
while the number of increased 
dividends was 478, compared with 





489 in 1947. You see the matur- 
ing of the postwar boom in the 
fact that the 353 initial dividends 
were substantially less than the 
1947 total of 508. You see harder 
going in a number of industries 
in the fact that the number of 
dividends omitted rose to 154 
from 118 the year before, and the 
number of those reduced in- 
creased to 75 from 54 in 1947. 


All Sorts 


There are all sorts of com- 
panies. Even in a boom year and 
in a booming industry, it is pos- 
sible to lose money or earn very 
little. A case in point is Farns- 
worth Television & Radio. It was 
known to be in red ink, but not 
too greatly so on the basis of its 
previously published statement 
showing a loss of $724,000, or 26 
cents a _ share, for the fiscal 
quarter ended Oct. 31. The com- 
pany needs new capital and pro- 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 


American Distilling ............................00..0065 
RUN PRS ee oics sive dy's ac boee eho cwwundegetun cian eee 
Coca-Cola International ............................ 
Colorado Fuel & lrom.....................c.c0ccccceees 
SID WY UNTIED oo ois dasaikesxavcconveenceedaucacesee 
El Paso Natural Gas..........................0.00000 
7 | a oe ene Ae eo 
Gleaner Harvester ..........................5..00000es 
NS Soma ee en en ee Reet 
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1948 1947 
Year Sept. 30 $4.12 $4.04 
Year Sept. 30 7.33 4.93 
9 mos. Sept. 30 21.82 16.11 
6 mos. Dec. 31 4.80 2.56 
6 mos. Nov. 30 2.64 1.61 
12 mos. Nov. 30 7.08 4.98 
Year Sept. 30 3.02 2.89 
Dec. 31 quar. 1.37 47 
9 mos. Nov. 27 2.57 2.16 
Year Oct. 31 9.38 4.61 
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posed to get it by offering 270,000 
additional common shares for 
sale. In connection with the SEC 
registration of this financing, it 
“recalculated” the October 
quarter’s loss at $3,100,000 or 
over four times greater than it 
had previously shown. Needless to 
say, the stock promptly “fell out 
of bed.” Television is already de- 
cidedly competitive; and the race 
is to the strong, not the weak. 
The stronger units are Philco and 
Radio Corporation, with probably 
something like three-quarters of 
the total market between them. 
Among the smaller units, Magna- 
vox remains on the upgrade in 
popular acceptance of its line and 
in earning power. 


Leverage 


When things are on the up- 
grade, capitalization “leverage” — 
represented by funded debt and/ 
or preferred stock ahead of the 
common—is advantageous to the 
common shareholder, tending to 
magnify share earnings. The re- 
verse is so under any degree of 
general business recession. Under 
present conditions, where two 
stocks are otherwise fairly simi- 
lar, this column would prefer the 
one which is “cleanest” in capital- 
ization to the one with leverage. 
For example, in the still well- 
situated rayon industry, Indus- 
trial Rayon has no obligation 
ahead of its 1,518,650 shares of 
common stock; while Celanese 
Corporation has $63.5 million of 
funded debt, 420,000 shares of 
$4.75 cumulative first preferred 
and 148,179 shares of $7 cumula- 
tive second preferred ahead of its 
5,514,108 shares of common. We 
think Celanese has a favorable 
outlook. Still, the general boom is 
advanced enough, and the rayon 
industry now mature enough, to 
suggest that on a longer-term in- 
vestment view the leverage in the 
stock should be figured as a debit; 
the absence of capitalization lev- 
erage in Industrial Rayon as a 
credit. 


Chemicals 


As the advertising slogan of a 
well-known brewer correctly 
states, some words fool you. Take 
the word “chemical” in company 
names. That has come to have a 
favorable connotation to invest- 
ors, for the chemical industry— 
broadly speaking—is both basic 
and dynamic. But “chemical” 
companies range all the way from 
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highly diversified units like du- 
Pont, Union Carbide, Dow, Mon- 
santo and some others, down to 
units which, even if having some 
diversification, are overly depend- 
ent on one item. Worse than that, 
the main item may be highly com- 
petitive. Take the case of United 
States Industrial Chemicals—one 
of the most imposing names in 
the chemical group, since it was 
changed from U. S. Industrial 
Alcohol. Despite the diversifica- 
tion program, alcohol is still a 
decisive factor; and, what with 
one thing and another, including 
a new and cheaper manufactur- 
ing process to synthesize alcohol 
from petroleum, alcohol prices 
have nose-dived. This company 
with the imposing name recently 
“took no action on the common 
dividend usually due at this time” 
—polite way to describe a divi- 
dend omission. We are not criti- 
cizing this company in any way. 
Just suggesting that you look be- 
hind names, and take nothing for 
granted, when you buy stocks. 
Thus, an ignorant person might 
understandably assume that Uni- 
versal-Cyclops Steel must be a 
huge company, whereas it actu- 
ally is one of the smaller steel 
manufacturers. Yes, some names 
can fool you. 


97 Years 


In the up-and-down, highly com- 
petitive cotton textile industry 
Pepperell Manufacturing Com- 
pany has paid some dividend in 
each year since 1852. Out of 
record earnings of $18.48 a share 
for the fiscal year ended last June 
30 it paid $7.25, of which $3 was 
“regular,” the balance in extras. 
The stock is around 54, compar- 
ing with 1948 high—an all-time 
high—of 70. It yields 5.5% on the 
basis of the regular dividend, 
which probably will remain well- 
covered; and over 13% on the 


basis of total 1948 dividends. The 
company makes both cotton and 
rayon fabrics but is best known 
for its cottons. In the relation of 
capacity to population and na- 
tional income, the cotton textile 
industry is far sounder than it 
was before the war; consuming 
demand is fairly stable under 
good economic conditions; and 
cycles of inventory contraction by 
distributors are rarely protracted. 
Pepperell is characterized by top- 
flight management, efficient plants 
kept up to date by relatively 
heavy outlays out of undistributed 
profits, strong finances and a sim- 
ple capitalization, with no obliga- 
tion ahead of the 486,135 capital 
shares. The book value shown by 
the latest balance sheet is $74.86 
per share. The net working cap- 
ital alone is about $46 a share. 
As the 97-year dividend record 
suggests, this is one of the best 
of the textile issues to buy—not 
now, but in market-slump periods. 


Building 


Opinions differ on the building 
outlook. Government forecasters 
think total volume for 1949 will 
be pretty close to the record 
level of 1948. Most private ob- 
servers think it will be down 
somewhat. This column will mere- 
ly point out that publicly-financed 
construction is bound to be up 
rather sharply. That applies to 
highway work and other projects 
using a great deal of cement. In 
short, the cement outlook is good. 
This column remains partial to 
such equities as 
Cement, Lehigh Portland Cement 
and General Portland Cement. 
The prospect is likewise favor- 
able for school building. So we 
also continue to like American 
Seating. This stock has done little 
either way since we first cited it 
here; but around 25, compared 

(Please turn to page 484) 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
Ramada & Cee hos SE 52 weeks Oct. 30 def. $1.22 $4.85 
International Shoe .................. Year Nov. 30 4.06 4.11 
NW i NB a soca ance fee cces van ccaiviees Year Aug. 31 1.03 2.26 
Madison Square Garden............................ 6. mos. Nov. 30 -29 31 
Norwalk Tire & Rubber.............................. Year Sept. 30 def. .48 1.00 
We So MMGNGR: cose cscvecisccens: cidecséstececesceees WEG GST def. 1.25 -93 
Walker (Hiram)—G. & W......................... Nev. 30 quar. 2.90 3.39 
Were Ns oo oo sees eateries iectei ye cenes . Year Aug. 31 1.62 3.03 
Willson G Ce... :. <....6...00...... ... Year Oct. 30 2.70 6.82 
WHR FTO G Ci oases noises cicne ccc cneseciscceee Nov. 30 quar. 37 69 
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The Personal Service Department of THE MaGAzINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Cherry-Burrell Corporation 


“Please furnish information as to 
earnings, dividends, and outlook for 
Cherry Burrell Corporation.” 

C.J., Montclair, N. J. 

Cherry - Burrell Corporation 
manufacturer and distributor of 
dairy plant equipment and sup- 
plies, reported net income of 
$952,549 after all charges and 
Federal income taxes, for the 
fiscal year ended October 31, 
1948, equivalent after preferred 
dividends to $1.57.a share on 
457,185 common shares outstand- 
ing. This compares with net in- 
come of $2,630,868 and $5.33 a 
common share for the preceding 
year. 

Net sales for the year amounted 
to $28,574,329, against $32,158,- 
427 for the preceding year, a de- 
crease of 11%. 

Profits spread between cost and 
selling prices of dairy equipment 
have steadily declined while in- 
creases continued in almost all 
costs, notably higher commodity 
prices and wages without corre- 
sponding increases in_ selling 
prices. This resulted in a net in- 
come for the past fiscal year equal 
to 3.3% of net sales, compared 
with a ratio of about 8% in 1947 
and more than 10% in some of 
the pre-war years. 

The most important problem 
facing the company in the past 
year was the very sharp decline 
in new orders for dairy ma- 
chinery and equipment, in com- 
mon with similar changes in a 
number of other capital goods in- 
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dustries. In this company’s case, 
it became most pronounced in the 
latter half of the fiscal year. Sub- 
stantial backlog of customer’s 
orders were materially reduced 
by cancellations as well as by un- 
usually high production activities 
and deliveries to customers. 
Major adjustments of production 
schedules and work forces have 
been made at all factories. More 
will be made. 

One of the company’s most 
revolutionary and important de- 
velopments in the past year was 
the continuous butter-making 
process and the series of ma- 
chinery and equipment items used 
in that process. This development 
makes possible a better quality 
of butter at a lesser cost and with 
better control of the product. 

The new Cedar Rapids, Iowa 
manufacturing plant, completed 
and occupied during the year, is 
enabling the company to handle 
peak loads in the demand for the 
company’s products. No further 
major additions are presently 
contemplated. 

More than $1,600,000 was in- 
vested in the completion of the 
new Cedar Rapids Plant during 
the last fiscal year and in the pur- 
chase of new machinery and 
equipment. This, together with 
the reduction of bank loans of 
$350,000 and preferred stock re- 
tirement of $202,500, and other 
transactions, accounted for a re- 
duction of almost $1,800,000 in 
working capital. Proceeds of a 
$4,000,000 15 year 314% loan 
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Company of America in Decem- 
bey 1948 were used to retire $2,- 
400,000 of short-term bank loans 
and the balance of $1,600,000 
was added to working capital. 
Dividends in 1948 totalled $1.40 
a share against $1.20 paid in 
1947. Latest quarterly dividend 
payable Jan. 31, was reduced to 
25c from previous payment of 35c. 


Reliance Electric & Engineering 
Company 

“Would appreciate hearing of the 
sales trend in recent annual earnings 
of Reliance Electric & Engineering 
Company of Cleveland, Ohio.” 

M.A., Chicago, Illinois 

Registering increases in both 
shipments and earnings for the 
second successive year, The Reli- 
ance Electric and Engineering 
Company showed net sales of 
$23,141,728 for the fiscal year 
ended October 31, 1948, compared 
to $18,114,688 in the previous 
twelve months. 

Net earnings were $1,557,337 
or $7.78 per share on the 200,000 
shares of common stock outstand- 
ing, compared with $1,474,906 or 
$7.53 per share on the 195,721 
shares of outstanding at the end 
of the preceding year. 

Dividends paid on the _ pre- 
ferred stock during the fiscal year 
amounted to $59,932. Dividends 
of $397,861 or $2.00 a share were 
paid on the common stock, com- 
pared with $223,096 in 1947 and 
$159,418 in 1946. 

Earned surplus on October 31, 
1948 was $3,805,686 or a net gain 
of $1,159,476 over the previous 
year. Only the steadily increasing 
costs of material and labor pre- 
vented the firm from making an 
equally good showing on the rate 
earned per dollar of shipments. 
This decreased from 8.48% to 
6.98%. ; 

Company is now looking forward 
to a period of greater stability 
where all energies will be devoted 
to making the most of the com- 
pany’s facilities. Physical plant 
was well rounded out with the 
acquisition last January 1948 of 
additional buildings and proper- 
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ties on Ivanhoe Road in Cleve- 
land. Concurrent improvements 
in machinery and its manufac- 
turing methods in all of the com- 
pany’s plants have brought Reli- 
ance to the point where it can 
offer more and more customers 
the speedy service they expect 
from a closely-knit and efficient 
organization. 

The backlog of $10,886,000 on 
October 31, 1948, roughly the 
equivalent of five months’ opera- 
tion, is now down to a size where 
it is again possible to book orders 
on the basis of providing de- 
liveries that will satisfy even the 
most exacting customers. 

Reliance has continued its pro- 
gram of developing new products, 
not only to fit the continually ex- 
panding demand of industry for 
more productive efficiency, but 
also as a means of broadening 
the company’s base of sales oper- 
ations. Electric motors with spe- 
cially designed features are 
needed in every industry to assist 
manpower in becoming more pro- 
ductive. Reliance in 1948 intro- 
duced a corrosion-resisting, ex- 
plosion- proof motor for the 
chemical and oil industries and a 
gearmotor adaptable to all indus- 
tries. Also, development of equip- 
ment for continuous mining have 
been reflected in the design by 
engineers of electric motors of 
greater horsepower for a given 
space than has ever before been 
attempted. 


Philadelphia Company 

“Please report recent operating reve- 
nues and net income of Philadelphia 
Company.” E.H., Emery, Texas 

Operating revenues of utility 
companies of Philadelphia Com- 
pany and subsidiaries (not includ- 
ing Pittsburgh Railway Company 
and subsidiaries and other street 
railway subsidiaries of Philadel- 
phia Company) for the twelve 
months ended September 30, 1948, 
amounted to $75,884,410, as com- 
pared with $67,020,048, for the 
year ended September 30, 1947. 
Net operating revenue of utility 
companies, after operating ex- 
penses, maintenance, taxes, appro- 
priations to retirement and deple- 
tion reserves, amortization of 
leaseholds, etc. was $16,997,368 
for this period, compared with 
$16,430,793 for the corresponding 
period ended September 30, 1947. 
Consolidated net income for the 
twelve months ended September 
30, 1948, after deductions for all 
interest charges, amortization of 
debt, discount, premium and ex- 
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pense, appropriation to reserve 
for payments miade by Philadel- 
phia Company under guarantee 
and not returned to Philadelphia 
Company and subsidiaries con- 
solidated, appropriation to re- 
serve for revaluation of assets, 
dividends on capital stock of sub- 
sidiaries held by the public, and 
other income deductions, amount- 
ed to $6,931,562, equal after pre- 
ferred dividends to 88 cents per 
common share, compared with 
$5,241,224 or 55 cents per com- 
mon share for the corresponding 
period indicated. : 

For the nine months’ period 
ended September 30, 1948, oper- 
ating revenues amounted to $57,- 
167,585, compared with $51,561,- 
112 for the corresponding period 
of the previous year. Net operat- 
ing revenue for the first nine 
months of 1948 amounted to $12,- 
163,016 compared with $13,057,- 
923 for the corresponding period 
of 1947, and consolidated net in- 
come was $4,662,992 for the first 
nine months of 1948 as compared 
with $4,097,485 for the corre- 
sponding period of 1947. 

Plan for simplification of capi- 
tal structure of Philadelphia Com- 
pany, a subsidiary of Standard 
Gas & Electric Company, will be 
the subject of an SEC hearing 
February 15th. 


Crowley Milner & Company 

“Please furnish information as to re- 
sults from operation of Crowley Milner 
& Company and also financial position 
of company. 

S.R., Roanoke, Virginia 

The results of operations for 
the first nine months of the vear 
1948 of Crowley Milner & Com- 
pany, Detroit department store 
are summarized as follows: Profit 
before income taxes for the nine 
months ended October 31, 1948 
amounted to $542,488, provision 
for income taxes $206,145 leaving 
net profit of $336,343. This com- 
pares with profits before income 
taxes for the same period of 1947 
of $426,970, provision for income 
taxes $162,245 leaving net profit 
of $264,714. 

Balance sheet as of October 31, 
1948 showed cash and U. S. Gov- 
ernment securities $1,370,900, ac- 
counts receivable less reserve 
$2,526,148, inventory, less reserve 
$4,104,837 making total current 
assets of $8,001,885. Current 
liabilities on same date amounted 
to $2,037,504 leaving working 
capital of $5,964,381. Earnings 
per share of common stock for 
the nine months ended October 
31, 1948, after allowing for divi- 


dend requirements on both classes 
of preferred stock, amounted to 
73 cents per share compared with 
51 cents per share for the same 
period a year ago. 

After regular dividends on the 
preferred stock were paid, a divi- 
dend of 25 cents per share on the 
common stock was paid on De- 
cember 23, 1948. Previous divi- 
dend was 25 cents a share on 
December 23, 1947. 


Marathon Corporation 


“Please advise on nature of Mara- 
thon Corporation’s business, recent earn- 
ings and dividends.” 

H.B., Lancaster, Pa. 

The Marathon Corporation, 
manufacturers of protective food 
packaging, showed a rise in both 
sales and earnings in the fiscal 
year ended October 31, 1948. Con- 
solidated net earnings of $5,593,- 
238 after income tax provisions 
were up 20% from the preceding 
year’s total of $4,654,457. After 
preferred stock dividend require- 
ments, the last year’s earnings 
were equal to $4.11 per share on 
1,300,000 shares of $6.25 par 
value common stock outstanding, 
compared with $3.39 per share on 
the same basis a year before. 

Net sales totalled $56,766,915 
in the latest twelve month period, 
compared with $44,604,332 in the 
preceding fiscal year, an increase 
of 27%. Provision for income 
taxes were $3,451,414, compared 
with $3,375,525 the year before. 

Dividends in 1948 totalled $1.20 
per share against $1.00 paid in 
1947. 

Pennroad Corporation 


“Please advise net asset value of 
Pennroad Corporation and recent earn- 
ings.” W.J., Buffalo, N.Y. 

The net income (excluding gain 
or loss on investments) for Penn- 
road Corporation for 1948 was 
$2,718,000, compared with $2,- 
126,891 for 1947; and the Net 
Realized Gains over book cost on 
sales of securities for 1948 is 
$496,000, compared with $144,930 
for 1947, The aggregate earnings 
of $3,214,000 are approximately 
64 cents a share on the 5,000,000 
shares outstanding December 
31st, 1948, compared with 44.8 
cents in 1947. 

The estimated Net Asset value 
per share of common stock out- 
standing December 31, 1948 is 
approximately $11.70, compared 
with $10.27 on December 31, 
1947, and $11.37 on June 30, 1948. 

Dividend payments in 1948 
amounted to 50 cents a share 
against 40 cents paid in 1947. 
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By E. K. A. 


There is no denying that many businessmen have become 
uneasy about recent trends in the economy, and their uneasi- 
ness is heightened by the absence of up-to-date business 
— statistics. Most figures, when 
= coming to hand, apply to 

BUSINESS ACTIVITY|| | conditions that prevailed 

PER CAPITA BASIS ====4| | anywhere from two to eight 
M.W.S. INDEX =} f weeks back and fail to re- 

~< i] | flect most recent develop- 
* ments. Normally such a time 
lag is of no particular sig- 

nificance. But when a turn- 
ing point is believed at 
hand, it tends to accentuate 
uncertainty and may lead to 
greater psychological de- 
pression than warranted by 
actual conditions. Something 




















= of the sort is happening 
these days. 

= We don't know, today, 

Two how far recessive trends have 

WEEKS actually gone from the 

aco standpoint of the overall 


economy. We hear of rising 
unemployment, of tumbling 
bank loans, or price weak- 
nesses and softening tenden- 
cies even where price 
strength, as in steel and non- 
ferrous metals, was an out- 
standing feature only a few 
weeks ago. We read of 
spreading buyers’ markets, 
of oversupply in certain lines 
forcing lay-offs, of consumer 
1] | price resistance (although al- 

om there is. plenty of 
purchasing power around!!), 
and of a highly uncertain re- 
tail trade outlook despite an 
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encouraging response to 
| post - holiday mark - down 
100 sales. 


How much does it all 
mean in terms of business re- 
cession? No one exactly 
knows. Some say these situ- 
ations are merely “periph- 
eral” and no cause for 



























































gloom. Others are less sanguine. As it is, the latest available 
FRB Index of Industrial Production, for November, stands at 
194, only a point below the postwar peak of 195 registered in 
October. It will take two months or more to learn what it was 
in January. Thus business is forced to mark time, to wait and 
see whether what we are really up to is a definite recessionary 
movement or merely a cn Me pattern accompanied by a 
moderate slowdown. This enforced wait is often harder on busi- 
ness nerves, and more conducive to exaggeration of actual 
conditions, than definite proof that a setback must be faced. 


Perhaps most anxious are those with substantial high-priced 
inventories on their hands. Their problem is whether or not to 
begin to liquidate lest they are left holding the bag. Business 
inventories increased $800 million during November to a new 
record high of $55.3 billion, but only about three-fifths of the 
increase is attributed to the seasonal expansion normal for that 
month, indicating that slackened sales were a heavy influence 
in the build-up. Manufacturers’ and retailers’ vt i rose by 
over $300 million each, those of wholesalers by about $150 
million. The increase in retail inventories was about $75 million 
more than the seasonal normal and occurred almost entirely 
among non-durable goods stores. While such an increase per 
se is not significant, it may become so when added to the 
already swollen figure (the total is now $15.6 billion) and in the 
face ote further slowing in the movement of merchandise off 
retailers’ shelves. 


Psychology vs. Facts 


Yet it is understandable that businessmen are loath to be 
“talked” into premature action. Admittedly things are in a 
somewhat precarious balance, making for a high degree of 
caution but there is no proof as yet that a serious recession is 
under way. If and when such evidence comes to hand, we can 
expect a determined drive to lighten inventories, and such a 
development always has incisive cumulative effects on the 
economy. The trouble is that we are not likely to get that evi- 
dence, one way or another, until about two months hence! 


In the circumstances it is little consolation to learn that per- 
sonal incomes haven't flattened out as much as expected, as 
of last November, or that savings during the third quarter have 
reached a new high annual rate. The disappointing holiday 
retail business, obviously reflecting unbalance in consumer 
nna power, would seem to speak a far more eloquent 
anguage. The question whether consumer purchasing power 
is large enough to maintain business around current levels is 
again becoming a first rate issue, and a highly controversial 
one. Fact is that further price resistance by consumers, and 
much of it is entirely involuntary, could bring about a rather 
severe dislocation. It is a trend that needs watching, for it will 
furnish one of the earliest clues to what’s ahead. 
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The Business Analyst 





MONEY AND CREDIT—With tax sales ended, and the Presi- 
dent's message over-discounted, common stocks rallied sharply 
during the first week of the new year; then lost 59% of the 
gain during the second week, on diminishing volume, leaving 
the average up 2.1% on the fortnight. Net changes on the 
fortnight for our group indexes ranged from an advance of 
18%, for gold mining, to a decline of 12% for radio and tele- 
vision. Gold mining shares of South African mines declined, 
however, on wage demands, which, if granted in full, might 
close the mines there. The slump here in television shares, 
which had led the list during the final quarter of 1948, was 
sparked by an unfavorable earnings report released by Farns- 
worth. High grade bonds, preferred and bank stocks main- 
tained their recent strength, despite the reaction in common 
stocks. The Italy 7s of 51, with an 11% rally, led the recovery 
in Foreign dollar bonds; but the risk in ah issues is still em- 
hasized by an abnormally high yield. A marked revival in 
areal U. S. Government bonds has lifted these issues to a 
price where FRB support is no longer required. Savings banks 
and insurance companies have again become buyers under 
slackening demand for long-term, as well as short-term, credit. 
$31 billion, or 76%, of the President’s record peace-time 
budget stems from strife in Europe—past, present and fore- 
shadowed. 


TRADE—In four weeks ended Jan. 8, department store sales 
were 10°% above the corresponding period a year earlier; but 
profit margins narrow. 


INDUSTRY—Business activity in week ended Jan. 8 only 0.8%, 
higher than a year earlier, against 1.8 for Dec., 3.9%, for fourth 
quarter, and 4.8% for calendar 1948. Manufacturers’ new 
orders receding along with demand for automobiles. 


COMMODITIES—Farm products markets show firm undertone 
in expectation of sustained demand from Europe. 

Expansion in Business Activity is losing momentum as 
competition becomes keener arid new orders decline. Our busi- 
ness index gained a little during the fortnight ended Jan. 8; 
but the margin of increase over last year was only 0.8%. Ona 
per capita basis, there was actually a decline of 1%. 

* 





* 

For the month of December, this publication’s index of Busi- 
ness Activity rose to 191.1% of the 1935-9 average, from 
189.4 in November and 187.7 in December of 1947. The 
fourth quarter of last year averaged 189.4, against 188.0 for 
the third quarter and 182.2 for the final quarter of 1947. Aver- 
age for calendar year 1948 was 188.5, compared with 179.7 
for 1947, Last year’s increase over 1947 narrowed from 4.8°/, 
for the full year, to 3.9% for the fourth quarter and to 1.8%, 


for December. 
* * 


* 

On a Per Capita Basis, our index rose in December to 
167.5%, of the 1935-9 average, from 166.4 in November and 
167.4 for December, 1947. Fourth quarter average was 166.3, 
against 163.7 in the third quarter and 164.2 for the final quar- 
ter of 1947. Average for 1948 was 167.9, against 161.9 for 
1947, 


. s+ * 

Department Store Sales in the week ended Jan. 8 
topped the like week last year by 9%, lifting the average in- 
crease for four weeks to 10%. Sales for calendar year 1948 
were only 5%, ahead of 1947 in dollar total, and were actually 
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off somewhat in unit quantity. 
-— "ss 


Sales at Wholesale in November were 4°%/ above the 
like month in 1947. 


* +. * 

Though 89 leading Food manufacturers last year had aggre- 

gate sales that nearly trebled the total for pre-war 1939, profits 

per dollar of sales averaged only 3.2 cents, compared with 
pre-war 4.6 cents. 


* *  * 
As the supply of Automobiles begins to catch up with de- 
mand, several marginal producers are making Regulation W 
the scapegoat for declining sales. The Federal Reserve Board, 
defending it, points an accusing finger at high prices, recent 
publicity given to dealer premiums, and a disposition to wait 


for new models. 
* * 


* 
Expenditures for new Construction last year totaled $17.66 
billion—26% ahead of 1947, the previous peak year. The 
Commerce Department estimates the 1949 total at $18.75 bil- 
lion. This may prove to have been a little optimistic; though 
building has held up fairly well in several business recessions 
of the past when, as at present, there was an acute shortage 
of dueling space. 


* * _» 
Carloadings last year were 3.7%, under the total for 1947. 
Shippers’ advisory boards predict a similar decline for the 


(Please turn to the following page) 
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Essential Statistics 


































































































Latest Previous re- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) | Dec. . ae oa? (Continued from page 471) 
Cumulative from mid-1940._.___. Dec. 376.0 374.8 362.8 13.8 | fret quarter of 1949. The interim emergency 
FEDERAL GROSS DEBT—$b eee 2522 252.3 256.5 55.2 | freight rate increase of around 6%, granted 
recently by the I. C. C. is expected to add 
MONEY SUPPLY—$b about $425 million annually to railroad 
Demand Deposits—94 Centers... | Jan. 5 47.4 47.8 48.6 26.1 | Revenues. 
Currency in Circulation... | Jan. 12 27.9 28.2 28.4 10.7 * * - 
An additional $12 million of mail sub- 
BANK DEBITS—13-Week Avge. sidies last year cut aggregate net losses of 
New York City—$b.______—_| Jen.5 an . wie 4.26 | major at Air Lines to around $11 mil- 
93 Other Centers—$b...00 | Jan. 5 13.40 13.31 12.67 7.60 lion, compared with $22 million reported 
PERSONAL INCOMES—$b (cd3) Nov. 200 «62179 «nz «on fOr IM 
Salaries and Wages... Nov. 139.6 139.4 129.2 66 E P P 
Proprietors’ Incomes _.................... | Nov. 51.1 50.5 47.1 23 Earnings reported 7 industry-wide 
Interest and Dividends Nov. 130 17.7 ~— 16.1 ~—19_~_—«| Basis which have come to hand since our 
eieieeen ee 103 103 108 3 last issue are of mixed character. Outstand- 
(INCOME FROM AGRICULTURE) Nov. 25.9 253 218 10 ing was the November increase of 12.5%, 
over last year shown by the larger privately- 
CIVILIAN EMPLOYMENT—m (cb) Dec. 62.8 63.1 60.9 51.8 | owned Electric Utilities. 
Agricultural Employment (cb)... Dec. 7.4 8.0 7.0 8.8 * * * 
Employees, Manufacturing (Ib)... | Nov. 16.4 16.6 16.3 13.8 The President’s Message to Congress 
Employees, Government (Ib)... | Nov. 5.7 5.8 5.4 4.6 might almost have been written by the 
UNEMPLOYMENT—m (cb) Dec. 38 =| C. 1. O., except for the clause advocating 
FACTORY EMPLOYMENT (1b4) <i an oe 161 Pa wage control in industries which might be 
Durable Goods nen | Nov. 199 «= ia9,-S «187 —s175._—‘| Brought under price control, Among te- 
cet die 2 quests least palatable to business were the 
-Durable Goods ..... Nov. 140 143 140 123 ei: ° ° 
FACTORY PAYROLLS (1b4) Oct. 260 247 ~—-253 98 $4 billion boost in Taxes, which Congress 
fae is not likely to grant in full, and authority 
FACTORY HOURS & WAGES (1b) for the Government to build and operate 
Weekly Hours . Nov. 398 399 404 40.3 | steel plants. 
Mooily Waee feces). Nov. 137.0 136.6 1268 78.1 ee 
Weekly Wage ($)...... Nov. 54.49 54.50 51.29 32.79 | The latter proposal is merely another step 
— in Government encroachment upon the 
PRICES—Wholesale (1b2) Jan. II 160.5 161.3 166.8 92.5 field of private enterprise. Unless checked 
Retail (cdib) Nov. 193.4 195.0 185.9 116.2 soon, it can only wi state Socialism. 
oe The steel industry, of its own initiative, has 
ply er errs = we st cong in already made gratifying progress in ex- 
— et pa nN panding capacity, and will continue to ex- 
hl IR i.e i oan pand during 1949. But there are great dan- 
erence tee rere eir ey Emam | . ; : , gers in over-expansion, which tends to pro- 
RETAIL TRADE—$b | long any future business recession. The de- 
Retail Store Sales (cd)... | Nov. 11.01 11.54 10.67 ~—«-4.72_ | Cision should not be left to political expedi- 
Durable Goods —. 3.05 3.22 2.77 1.14 | OMY. " i. 
Non-Durable Goods . ne | Mew. 7.% 8.32 7.90 3.58 | = . P 
Dent Steve Selis tach) a 0.97 0.93 0.98 0.49 A backward glance into history should 
Retail Sales Credit, End Mo. (nba) nai 7.20 727 586 5.46 | bring this point home. 7 after world 
= — | war l—in February, 1921, to be more pre- 
MANUFACTURERS’ | cise—the Comptroller of the Currency ac- 
New Orders (cd2)—Total.... Nov. 250 249 268 181 cused the Steel industry of creating an 
Durable Goods _.... . | Nov. 277 278 307 22! artificial shortage deliberately. Before the 
Non-Durable Goods ...... . | Nov. 234 231 244 157 year was over, operations had nose-dived 
Shipments (cd2)—Total ....... Nov. 353 354 337 187 to 34.5% of capacity. In the early 1930s 
Durable Goods ae 400 398 353 227 the industry was accused of maintaining 
Non- Durable Goods Nov. 322 328 328 158 too much unused capacity and was actu- 
sania ally forbidden, under the NRA, to add to 
BUSINESS INVENTORIES, End. Mo. its capacity. In 1939, the TNEC proclaimed 
Total—$b (ed) - Mew 55.3 545 48.6 28.9 | that over-expansion by the steel industry 
Manufacturers Nov 31.2 30.8 27.6 16.7 hed heen among the major causes di the 
Wholesalers’ | Nov 8.5 8.4 75 4.1 1929-30 depression. 
Retailers’ 5 ae ene ee Nov 15.6 15.3 13.5 8.1 * * ‘- 
Dept. Store Stocks (mb) covet ee oe = a = Steel authorities agree that supply will 
BUSINESS ACTIVITY—1—pe_ Jan. 1 167.4 167.5 169.1 141.8 | catch up with demand before Government- 
ee eae! rT 191.2 191.1 189.6 146.5 | built plants could be completed. There is 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl 
Date Month Month Ago —_— Harbor 
INDUSTRIAL PROD.—1—np (rb) Nov. 194 195 192 174 
Mining Nov. 160 158 155 133 
Durable Goods Mfr... Nov. 229 230 224 220 
Non-Durable Goods Mfr... | Nov. 177 179 179 151 
CARLOADINGS—t—Total Jan. 8 722 585 831 833 
Manufactures & Miscellaneous... | Jan. 8 347 294 384 379 
Mdse. L. C. L. Jan. 8 89 74 104 156 
Grain Jan. 8 47 37 52 43 
ELEC. POWER Output (Kw.H.)m Jan. 8 5,692 5,562 5,278 3,267 
SOFT COAL, Prod. (st) m Jan. 8 11.5 8.8 13.8 10.8 
Cumulative from Jan. bw Jan. 8 11.6 5.90 18.4 446 
Stocks, End. Mo Nov. 69.6 68.7 50.5 61.8 
PETROLEUM—(bbls.) m 
Crude Output, Daily | Jan 8 5.5 5.5 5.3 4.1 
Gasoline Stocks. ss | Jan 8 107 104 97 86 
Fuel Oil Stocks Jan. 8 85 86 52 94 
Heating Oi! Stocks. | Jan. 8 74 77 47 55 
LUMBER, Prod. (bd. ft.) m Jan. 8 328 291 481 $632 
Stocks, End Mo. (bd. ft.) bo. | Nov. 7.4 7.2 5.8 12.6 
STEEL INGOT PROD. (st.) m Dec. 7.56 7.79 7.38 6.96 
Cumulative from Jan. 1 Dec. 88.5 80.9 84.9 74.7 
ENGINEERING CONSTRUCTION 
AWARDS—$m (en) Jan. 13 133 124 83 94 
Cumulative from Jan. I Jan. 13 257 124 149 5,692 
MISCELLANEOUS 
Paperboard, New Orders (st)t...... Jan. 8 204 117 185 165 
Footwear Production (pairs) m............ Oct. 39.0 42.1 46.8 34.8 
Whiskey, Dom. Sales (tax gals.)m Nov. 6.6 6.1 7.8 8.1 
Cigarettes, Domestic Sales—b Nov. 29.3 31.1 27.0 17.1 
Do., Cigars—m _...... rie "2 554 530 588 543 
Do., Manufactured Tob. (Ibs.)m.... | Nov. 19.5 23.8 25.9 17.6 





| 


too much inertia, stubbornness and face- 
saving in Bureaucratic Planning to man- 
age any business successfully. 


* * x 


A breakdown of President Truman's pro- 
posed total of $42 billion in Expenditures 
for fiscal 1950 shows 34% earmarked for 
National defense, 16%, for aid to Europe, 
13%, for our veterans and 13°, for interest 
| on the public debt—a total of 76%,, or $31 
billion. This huge sum is attributable to past 
wars and their aftermath and to fear of 
future wars —all stemming from chronic 
strife in Europe. Thanks to outstanding ma- 
terial achievements under our system of 
Free Enterprise, and our escape thus far 
from the physical destruction of war, we so 
far have been able to assume this financial 
burden while continuing to raise the Living 
Standards of our own people. 

* x * 


So that our Common Stock Index may 
continue to cover over 80°, of transactions 
in listed equities, minor revisions in compo- 
sition are made at the beginning of each 
year. This year, nine active issues have 
been added and one, which had become 
inactive, dropped. Thus the 1949 Index will 
include 320 of the most active common 
stocks—8 more than last year. Continuity of 
the Index is not impaired by these changes. 








b—Billions. 


cb—Census Bureau. 
seasonally adjusted monthly totals at annual rate, before taxes. 
Data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted Index (1935-9—100). 
(1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
Per Capita Basis. rbp—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 


cd—Commerce Dept. 


cd2—Commerce Dept. (Avge. Month 1939—100). 
ed |b—Commerce Dept. (1935-9—100), using Labor Bureau and other 


cd3—Commerce Dept., 


Ib—Labor Bureau. Ib2—Labor Bureau 
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No. of 1948-9 Indexes. _ (Nov. 14, 1936, Cl_—100) High Low Jan. 8 

Issues (1925 Close—1!00) High Low Jan.8 Jan. 15 100 HIGH PRICED STOCKS ..... 91.84 75.27 80.68 79.12 

320 COMBINED AVERAGE. 151.9 119.0 127.6 123.8 100 LOW PRICED STOCKS . 182.86 134.93 146.36 140.70 
4 Agricultural Implements _.. 240.1 178.8 200.0 193.8 6 Investment Trusts . EB 71.6 50.0 58.7 56.7 
10 Aircraft (1927 Cl—100)..... 193.5 134.3 162.8 155.1 3 Liquor (1927 Cl.—100)....... 843.5 637.7 688.2 678.1 
6 Air Lines (1934 Cl—100)_.... 515.6 342.1 396.1 392.8 10 Machinery ........ . 179.5 128.4 136.9 131.3 
6 Amusement oo 106.8 73.0 82.1 78.7 3 Mail Order . 125.5 89.8 100.2 96.6 
12 Automobile Accessories 224.1 171.1 188.9 178.0 3 Meat Packing o - Eta7 73.0 79.9 77.7 
12 Automobiles _... Bn 26.6 29.7 28.2 12 Metals, Miscelianeou . 189.1 138.0 158.1 152.8 
3 Baking (1926 Cl—100).......... 219 16.4 19.0 19.6 4 Paper _... . 48.7 34.1 37.3 35.9 
3 Business Machines ......... 297.1 231.3 237.4 231.3b 29 Petroleum . 301.0 199.5 245.7 238.7 
2 Bus lines (1926 CIl.—100).... 168.4 122.0 124.4 125.0 21 Public Utilities Weemebierks YS 97.8 106.5 106.1 
Si Chemicals. 267.1 218.0 yER 229.1 6 Radio (1927 Cl—100) 30.6 17.8 26.7 22.6 
3 Coal Mining .......... 26.9 14.7 19.2 18.2 9 Railroad Equipment 67.2 46.1 50.0 48.7 
4 Communication 0 56.1 35.2 38.2 36.3 24 Railroads __ 30.3 20.5 23.4 22.3 
'3 Construchon CTS 55.9 58.5 56.6 Co ee = @nl 20.1 24.4 22.8 
7 Containers ............. .. 346.0 263.5 279.6 275.7 3 Shipbuilding . 150.8 107.8 134.7 132.6 
9 Copper & Brass... - EIS 91.7 95.8 93.0 3 Soft Drinks _.. 516.5 298.2 337.6 333.4 
2 Dairy Products ..... 60.2 50.7 55.5 54.7 +4 Steel & Iron . 127.0 96.2 106.2 104.7 
5 Department Stores auc, Ee 53.3 54.9 53.3d We Seen 54.7 44.7 48.5 47.4 
6 Drugs & Toilet Articles . 184.4 140.2 150.1 147.0 2 Sulphur 281.9 206.6 256.4 255.4 
2 Finance Companies . 268.3 199.4 253.6 247.1 5 Ventees 170.4 118.9 132.5 128.1 
7 Rood Brange: <n. LERG 147.8 154.4 151.5 3 Tires & Rubber... 34.5 27.5 31.2 30.9 
2 Food Groves. 67.5 57.9 62.8 63.9 Gr lonmecear 71.7 62.4 68.4 68.7 
3 Furniture ....... See OE 66.5 70.7 68.2 2 Variety Stores 0... 327.8 286.9 313.0 318.7 
3 Gold Mining. 7727 515.1 601.5 667.7 17 Unclassied (1947 Cl—100) 109.8 89.1 93.8 91.1 

New LOW since: b—1947; d—1945. 
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Trend of Commodities 









Farm products prices held a strong undertone during the 
fortnight ended Jan. 15; but turned downward a little on the 
Mende following. Owing mainly to persistent strength in 
metals, with pig iron up another notch since our last issue, our 
index of raw material spot prices has thus far refused to follow 
the decline in farm products and is still less than 2%, below its 
all-time high, and at the same level as a year ago. In contrast, 
the Labor Bureau's index of 7 principal farm products is now 
24%, under last year, with foods at wholesale down 30%. On 
the other hand, farm-grown raw industrial products are off less 
than 3%. With no prospect of a resumption of a major bull 
market in farm staples, it seems hardly possible that Congress 
will grant the President the sweeping power he has requested 
to fix commodity margins. Grain men are also skeptical of 
bureaucratic optimism as to future European demand for our 





wheat and flour. If weather conditions remain favorable, 
Europe’s wheat and rye crops this season will exceed last year's. 
However, with huge surpluses dumped into the laps of the 
price-proppers, it will be politically expedient to invent means 
of unloading. The President estimates that price-support for 
fiscal 1949 will have cost the Government $866 million. It 
could reach a billion. His original estimate was $12 million. 
With price support promised for another year at three times 
the pre-war level, and in anticipation of federal planting 
quotas next year, cotton growers are expected to plant 20%, 
more acres to cotton this year than last year. The harvest last 
year was the biggest in 11 years. Number of lambs on feed as 
of Jan. 1—4.15 million—was 15% under last year and the 
smallest since 1925. Current heavy buying of Australian wool 
by Russia might raise prices here. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo.& Mo. | Yr. Dec. 6 
Jan.17 Ago Ago Ago Ago Ago 194! 


28 Basic Commodities _... 287.1 294.9 297.2 306.2 333.0 349.4 156.9 
11 Imported Commodities... 268.3 270.6 268.6 278.7 290.9 295.1 157.3 
17 Domestic Commodities... 300.0 311.7 317.2 325.4 345.7 389.8 156.6 


Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Jan.17 Ago Ago Ago Ago Ago 194! 
304.3 308.7 311.5 347.4 382.1 421.0 163.9 
309.0 324.5 330.0 358.1 401.7 448.0 169.2 


7 Domestic Agriculture... 
i2eRooattens. <2 . 


16 Raw Industrials _ . 279.2 279.9 278.4 275.8 275.6 285.8 148.2 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
High ....... 161.4 162.2 164.0 95.8 85.7 78.3 65.8 93.8 
Low ..... 160.0 149.2 1264 93.6 74.3 61.6 57.5 64.7 


474 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 

1949 1948 1947 1945 1941 1939 1938 1937 

139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
. 136.07 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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Which Industries Offer Best 
Prospects for 1949 — Part Il 





(Continued from page 442) 


despite substantial activity, earn- 
ings of freight car builders have 
failed to keep pace with volume. 

It is important for them to be 
able to plan ahead and order steel 
ahead — and receive materials 
in a steady flow. It is equally im- 
portant, for greatest production 
efficiency, to receive orders suf- 
ficiently far ahead to make plan- 
ning for large scale production 
possible. None of these conditions 
are likely to be fulfilled in the 
near future. Steel allocations have 
been reduced for the first quarter 
and this must inevitably reflect 
itself in fewer new cars this 
spring. And ordering by the rail- 
roads has become more hesitant 
— with signs of price resistance 
— at least until their financial 
and traffic outlook has become 
better clarified. In the circum- 
stances, despite the prospect of 
continued active business, the 
profit showing of most freight 
car builders is not likely to im- 
prove over the period ahead, de- 
spite relatively large overall out- 
lays by the railroads for new 
equipment. At the moment, freight 
car shipments exceed new orders. 


There has been some improve- 
ment in the passenger car situa- 
tion but progress has not been 
altogether satisfactory. Passenger 
car production last year was close 
to 900. cars compared with 861 
in 1947; but manufacturers built 
well over 300 sleeping cars as 
against only 55 in the preceding 


year. What slowed output for 


passenger cars was the insistence 
of the railroads on building to 
their own specifications which 
made impossible the application 
of mass production techniques. 
As of December 1, the backlog of 
passenger cars totaled 1,923 units 
compared with 2,345 units a year 
earlier. At the present rate of 
output, this means about two 
years’ work on hand but because 
of the multiplicity of design, 
profit margins on this type of 
business are limited. 

In the locomotive field, the big 
swing to Diesel power continues, 
and Diesel locomotive builders 
anticipate another year of heavy 
business. Of backlog orders total- 
ing 1,693 units, 1,615 were for 
Diesels, the remainder for steam 
locomotives. 
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The “railroad power revolu- 
tion,” as the trend to Diesels is 
sometimes called, points to future 
requirements of some 20,000 ad- 
ditional Diesel - electric locomo- 
tives, assuring substantial busi- 
ness to makers of this type of 
equipment though complete ful- 
fillment of the program neces- 
sarily depends on the financial 
situation and prospects for the 
carriers. But while Diesel loco- 
motive builders face a busy year, 
competition will become increas- 
ingly assertive. 


Supply Manufacturers 


Most manufacturers of parts 
and accessories can look forward 
to substantial business in 1949 
though overall volume may de- 
cline somewhat in line with the 
present downward trend of both 
passenger and freight traffic. 
Sales here normally follow the 
traffic curve of the railroads. Air 
Brake manufacturers are unlikely 
to duplicate their record earnings 
of 1948 though current orders 
for rolling’ stock provide ample 
business for some time. However, 
resistance to installing new 
brakes on old cars is already 
manifest even though the ICC has 
extended to January 1, 1950, the 
deadline for requiring AB brakes 
on freight cars for interchange. 
But compulsory orders for signal- 
ing and other protective devices 
provide at least a partial offset to 
any decline in brake volume. 

Costs in the rail equipment in- 
dustry are high, with wages usu- 
ally following the pattern of the 
steel industry. Adoption of mass 
production methods has helped 
but it has not provided a complete 
offset. Thus while profits have 
been satisfactory and may con- 
tinue so, they have not improved 
in line with production volume, 
and in a highly cyclical industry, 
this is an unsettling factor. Hence 
the generally cautious market at- 
titude towards railroad equip- 
ment shares which sell at rela- 
tively low levels in relation to cur- 
rent earnings and dividends. 


OFFICE EQUIPMENT: Office equip- 
ment makers have caught up with 
deferred demand, and while re- 
placement needs and the increas- 
ing trend towards wider use of 
labor-saving machines will assure 
a satisfactory market, the outlook 
points to keen competition and in- 
tensified promotion programs that 
may have a considerable bearing 
on earnings during the years 
ahead. Additionally there is the 


problem of rising wages and high 
materials costs, not to mention 
higher taxes. Already there have 
been soft spots in marketing, par- 
ticularly in the typewriter field, 
but also in adding machines and 
calculators, and some makers 
were forced to cut production. 
Though such moves may be only 
temporary, pending a stepping up 
of sales programs, it highlights 
the fact that backlog orders have 
all but vanished. 

Future prospects depend on 
various factors, foremost among 
them the general volume of busi- 
ness activity as the principal de- 
terminant of office equipment de- 
mand. But there is also growing 
recognition of the necessity to cut 
down operating costs by greatest 
possible mechanization of office 
routine, and this will be an im- 
portant sustaining factor. 

The overall trend in products 
will be increased operating sim- 
plicity, more comprehensive work 
production per machine, greater 
functional design, and production 
is being patterned acordingly. 
Thus almost without exception, 
the industry will offer new 
models of better, faster machines 
as essential “tools of manage- 
ment.” 

Despite the return to a buyers’ 
market in most types of equip- 
ment, sales and profits in 1949 
should not fall greatly below 1948 
in the majority of cases, and 
earning power generally should 
remain quite satisfactory com- 
pared with prewar, but showings 
among individual companies may 
vary a good deal. Competitive 
marketing conditions will prevent 
manufacturers to compensate 
fully for further cost increases 
(taxes) by price advances, por- 
tending pressure against profit 
margins. Wider acceptance of 
new products and an improved 
export market may provide only 
a partial cushion in this respect. 
A leveling of both volume and net 
profits in this keenly competitive 
industry is distinctly indicated. 


ELECTRICAL PRODUCTS: Except in 
certain lines of heavy electrical 
equipment such as generating 
equipment where huge backlogs 
still exist, a buyers’ market has 
returned for most products of the 
electrical manufacturing indus- 
try with particular emphasis on 
household appliances. Thus while 
the industry views 1949 with 
hope for substantial business, 
there is general agreement that 
it requires the maximum in sales- 
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manship and merchandising to 
fulfill this expectation. The ma- 
jority of appliance products are 
in ample supply, in all price lines, 
and in some there is oversupply 
which already has resulted in re- 
duced output. Virtually all lines 
are in various stages of readjust- 
ment and this trend, begun in 
mid-1948, is having direct im- 
pacts on inventory policies. 


Value of Brand Names 


So-called brand-name merchan- 
dise is expected to survive best 
in the competitive scramble while 
new names and marginal manu- 
facturers will undergo a severe 
test as consumers again insist on 
prewar quality and guarantees. 
Where manufacturers cannot cut 
production and selling costs to 
meet competition and reduced 
sales potentials, it is likely they 
will fall by the wayside. Estab- 
lished producers, however, should 
be able to maintain a fair degree 
of prosperity. 

Several factors indicate high 
productivity in the _ industrial 
equipment and apparatus divi- 
sion. These include the electric 
utilities’ $6 billion expansion pro- 
gram calling for a 75% increase 
in generating facilities during the 
next ten years. Also high activity 
in building construction, defense 
and ECA _ requirements, and 
electrification of industrial proc- 
esses as a step towards lower 
manufacturing costs. This dis- 
tinctly favors manufacturers in 
the heavy equipment fields such 
as General Electric and Westing- 
house Electric; their backlogs are 
huge assuring high level opera- 
tions for at least another year or 
two, and they are well entrenched 
in the appliance field where com- 
petition is rife. 

Apart from ample supply and 
diminishing demand, consumer 
credit restrictions have slowed 
the sale of major appliances but 
the year-end drop in such business 
is partly at least of seasonal char- 
acter. Henceforth the seasonal pat- 
tern will again be the rule, intensi- 
fying sales fluctuations. Except 
for the radio and _ television 
branch, lower appliance sales and 
operating profits appear inevitable 
in 1949 and higher taxes will ac- 
centuate the drop in final net earn- 
ings, possibly forcing a reduction 
in dividends in some instances. 

On the other hand, radio manu- 
facturers — with television in a 
dynamic growth stage, find them- 
selves in a unique position. Despite 
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a sharp decline in production of 
standard radio apparatus, last 
year’s five-fold gain in television 
set output and the larger number 
of FM-AM sets manufactured 
have lifted dollar volume above the 
1947 peak and possibly as high as 
a 50% gain in product value is 
indicated for 1949. In other words 
television, formerly mostly a 
promise, has now become a major 
earnings factor for many and is 
likely to continue so. Last year it 
amounted to over one-quarter of 
manufacturers’ dollar volume and 
in 1949 may account for one-third. 
Competition, however, is increas- 
ing, pointing to narrower profit 
margins in the future. 

Being a highly competitive field, 
any investment participation in 
the growth potentials of television, 
if deemed attractive enough, would 
best be sought by commitments in 
the shares of well entrenched and 
well diversified manufacturers. As 
it is, television shares already en- 
joyed a sharp market rise; the 
pace henceforth is bound to be 
slower and market interest more 
selective, particularly in view of 
the loss potentials of the less favor- 
ably situated companies as com- 
petition waxes hotter. 


TEXTILE INDUSTRY: All segments of 
the textile industry are entering 
the most competitive period in 
years. In 1948, with the return of 
competition to every element of 
the trade from mill through re- 
tailer, prices were substantially 
reduced and some further down- 
ward revisions may be expected. 
In 1949, both production and 
profits point lower, but the drop 
in most instances will be from an 
exceedingly high level. 


Last year was one of broad re- 
adjustment in every sense, from 
scarcity to abundant supply, from 
high to lower prices, from indiffer- 
ent to better quality. And as de- 
mand subsided from former peak 
levels, a sharp curtailment in pro- 
duction took place as mills sought 
to avoid the creation of excessive 
inventories at high costs. This de- 
sire is likely to determine mill 
policy in the year ahead. Labor 
rates are at their highest in his- 
tory and mills are faced with new 
demands for a 10c an hour rise. 
Even if they do not grant them, 
and it may mean a bitter struggle, 
current wage costs added to high 
raw materials prices makes the 
building of inventories extremely 
hazardous. 


Still the confusion and uncer- 





tainty that currently rule the over- 
all textile picture may give way 
in the coming months to greater 
stability in both price and demand. 
Most prices are returning to more 
realistic levels which are just be- 
ginning to reach the consumers 
and should stimulate lagging sales. 
Much however will depend on the 
general consumer attitude in the 
light of the cost-of-living squeeze. 

Textile goods of every type will 
have to contend for the consumer 
dollar not only with other soft 
goods but also with consumer 
durables, and this sort of com- 
petition will require sound pric- 
ing and merchandising policies. 
The days of abnormal profit 
margins are definitely over as at- 
tested by the drop in third and 
fourth quarter net profits of pro- 
ducers and distributors. Broadly 
speaking, the future trend of re- 
tail sales holds the clue to the 
industry’s profit outlook in the 
coming year, and this trend is as 
yet difficult to assess. 

But it is a safe assumption that 
lower domestic and foreign de- 
mand for textiles which has ad- 
versely affected the various seg- 
ments of the industry since mid- 
1948, will continue to force down- 
ward adjustments of production 
and prices during the coming 
year. With material and labor 
costs running high, narrower 
margins and smaller operating 
profits are in prospect. 













Some estimates place total tex- 


tile output during the first half of 


the year 10% to 15% below the | 
corresponding peak period of | 


1948, and prices are expected to 
average about 10% lower. Thus 


dollar sales of the industry may | 


be 20% to 25% less than a year | 
earlier. However earnings of lead- | 


ing textile companies, because of 
their stronger trade position com- 
pared with the many marginal 
companies in the field, may hold 
up somewhat better than the in- 
dicated industry average. Rayon 
yarn producers and weavers par- 
ticularly may find themselves an 
exception, with fairly well sus- 
tained earnings indicated at least 
during the forepart of the year. 

Cotton goods production may 
decline close to 20% during the 
first half and with prices 20% to 
25% lower, sales will drop more 


r 
e 


sharply than for the textile in- | 
dustry as a whole; though the de- | 


cline will be less drastic in the — 
case of the large integrated com- | 
panies, their margins and operat- | 


ing profits will be smaller. 
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PUBLIC SERVICE CORPORATION OF NEW JERSEY 


PUBLIC SERVICE ELECTRIC AND GAS COMPANY 


SOUTH JERSEY GAS COMPANY 


Notice to All Holders of the Following Securities: 


PUBLIC SERVICE CORPORATION OF NEW JERSEY 


6% Perpetual Interest-Bearing Certificates 


8% Cumulative Preferred Stock 
7% Cumulative Preferred Stock 


6% Cumulative Preferred Stock 
$5 Cumulative Preferred Stock 
Common Stock 


PUBLIC SERVICE ELECTRIC AND GAS COMPANY 


Scrip for 6% Debenture Bonds due 1998 
Scrip for $1.40 Dividend Preference Common Stock 


SOUTH JERSEY GAS COMPANY 
Scrip for Capital Stock 


The securities listed above will become void unless sur- 
rendered prior to July 1, 1953, in exchange for the securi- 
ties of Public Service Electric and Gas Company or South 
Jersey Gas Company, or both, to which the holders thereof 
are entitled pursuant to the order dated March 19, 1948, 
of the District Court of the United States for the District 
of New Jersey enforcing the Final Amended Plan for the 
dissolution of Public Service Corporation of New Jersey 
under the Public Utility Holding Company Act of 1935. 
The Plan became effective July 1, 1948. 

All securities of Public Service Corporation of New 
Jersey surrendered must be accompanied by a duly exe- 
cuted letter of transmittal. Instructions to holders of such 
securities and forms of letters of transmittal have been 
mailed to the holders of record of all such securities. Addi- 
tional copies of such instructions and letters of transmittal 
will be furnished on request addressed to Public Service 
Electric and Gas Company, Treasurer's Department, 80 
Park Place, Newark 1, N. J., or to J. P. Morgan & Co., 
Incorporated, 23 Wall Street, New York 8, N. Y., or to 
The Philadelphia National Bank, 421 Chestnut Street, 
Philadelphia 1, Pa., in the case of stocks, or to Public Ser- 
vice Electric and Gas Company, Treasurer’s Department, 
80 Park Place, Newark 1, N. J., or to Federal Trust Com- 
pany, Corporate Trust Department, 24 Commerce Street, 
Newark 1, N. J., in the case of Perpetual Interest-Bearing 
Certificates. 

SCRIP FOR $1.40 DIVIDEND PREFERENCE COMMON STOCK 
OF PUBLIC SERVICE ELECTRIC AND GAS COMPANY in 
amounts entitling the holder to one or more full shares 
of $1.40 Dividend Preference Common Stock of Public 
Service Electric and Gas Company should be surrendered 


Newark, New Jersey 
January 17, 1949. 


for full shares in accordance with its terms to Public Ser- 
vice Electric and Gas Company, Treasurer’s Department, 
80 Park Place, Newark 1, N. J. 

SCRIP FOR CAPITAL STOCK OF SOUTH JERSEY GAS COM- 
PANY in amounts entitling the holder to one or more full 
shares of stock of South Jersey Gas Company should be 
surrendered for full shares in accordance with its terms to 
The Philadelphia National Bank, 421 Chestnut Street, 
Philadelphia 1, Pa. 


SCRIP FOR 6% DEBENTURE BONDS OF PUBLIC SERVICE 
ELECTRIC AND GAS COMPANY should be exchanged for 
$100 Bonds or multiples thereof or surrendered for pay- 
ment of principal amount without interest in accordance 
with its terms to Federal Trust Company, Corporate Trust 
Department, 24 Commerce Street, Newark 1, N. \3 


Orders, on the form which will be furnished on request, 
addressed to Public Service Electric and Gas Company, 
Treasurer’s Department, or Bankers Trust Company, to 
buy or sell scrip for Capital Stock of South Jersey Gas 
Company and for the $1.40 Dividend Preference Com- 
mon Stock of Public Service Electric and Gas Company 
will be executed if addressed to Bankers Trust Company, 
Corporate Trust Department, 16 Wall Street, New York 
15, N. Y., prior to July 1, 1949. 

No interest or dividends for the period after July 1, 
1948 will be paid on the securities of Public Service Cor- 
poration of New Jersey. No interest or dividends are pay- 
able on the scrip above described. Interest or dividends 
for the last six months of 1948 will be paid on all securities 
(except scrip) of Public Service Electric and Gas Com- 
pany delivered on such exchanges. 


PUBLIC SERVICE ELECTRIC AND GAS COMPANY 


GEO. H. BLAKE 
President 
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Shrinking over-all output and 
narrower margins must also be 
expected for producers of woolens 
and worsteds. The sharp advance 
in raw wool costs and higher 
wage rates are restricting factors, 
while consumer resistance to 
higher prices has reduced de- 
mand, calling for price conces- 
sions. Still earnings should not 
fall as sharply as those of cotton 
textile companies. 

Generally, however, readjust- 
ment in the industry has pro- 
gressed considerably and a meas- 
ure of stability is likely to devel- 
op in the months to come. As far 
as textile company shares are 
concerned, the prospect of lower 
earnings has been largely dis- 
counted. During the last six 
months, they have declined stead- 
ily and more than the general 
market because of cutbacks in 
production and receding prices 
for finished goods, ending 1948 
around the year’s lows under the 
influence of 1949 profit uncer- 
tainties. 


TIRE AND RUBBER INDUSTRY: For 
an industry that a year ago was 
thought to be on the verge of a 
drastic decline in business, tire 
and rubber manufacturers have 
done extremely well in 1948, and 
1949 will be a good year accord- 
ing to all indications. Perhaps 
consumption of rubber products 
will not be as great as last year 
and certainly not as heavy as in 
1947 but it should be heavy 
enough to have the year included 
among the top three peacetime 
years of the industry. This ex- 
pectation is based not only on the 
prospect of continued substantial, 
though somewhat lower tire sales, 
but to the strong growth in non- 
tire items which in the case of 
some leading companies now 
amount to about 50% of total 
business volume. 

Thus 1949, as the preceding 
postwar years, will again see con- 
sumption of over one million long 
tons of new rubber, to go into 
approximately 50,000 types of 
products, though the motorist will 
continue to be the industry’s best 
customer. Tire makers turned out 
82 million tires of every type in 
1948, a drop of 13.5 million under 
1947 but 20 million more than in 
the best prewar year. This year’s 
expectations point to continued 
substantial though somewhat low- 
er output. More will go for orig- 
inal equipment on new cars in 
line with an expected 10% in- 
crease in total automobile output. 


478 


Tire replacement sales on the 
other hand are likely to average 
below last year’s. 

Doubtless 1949 will also be an 
increasingly competitive year, not 
only as between the various tire 
and rubber manufacturers but 
between natural and synthetic 
rubber. Along with progressive 
restoration of rubber growing 
areas in the Far East, prices of 
natural rubber continued to de- 
cline last year, recently to a level 
of around 19 cents a pound or 
close to the price of the synthetic 
product (1814c). Competition 
therefore will probably be con- 
centrated on product quality and 
efficiency. In this respect the com- 
paratively new development of 
“cold rubber,” a superior syn- 
thetic product, is apt to cause 
further “de-emphasis” of natural 
rubber for tires, leading to likely 
curtailment of natural rubber use 
and imports. 

From a demand standpoint, it 
is realized that after three years 
of top production, deferred de- 
mand for tires is now satisfied. 
Should new passenger car output 
total five million units, this would 
mean an original equipment de- 
mand of about 25 million tires, 
leaving—on basis of last year’s 
production—some 40 million cas- 
ings for replacement and export, 
an amount probably considerably 
beyond actual requirements un- 
less there is stepped up govern- 
ment purchasing under the Mar- 
shall Plan. 


Facing Fluctuations 


It is a prospect that doubtless 
calls for certain fluctuations and 
adjustments, and despite offset- 
ting factors in the mechanical 
rubber goods field, for somewhat 
lower overall earnings, with the 
smaller producers particularly af- 
fected by growing competition. 
Companies with a large original 
equipment business should do rel- 
atively better, those heavily de- 
pendent on replacement sales will 
feel the slackening demand. How- 
ever, earnings of the leading pro- 
ducers should continue substan- 
tial and considerably above best 
prewar results. 

Marketwise, the prospect ahead, 
as outlined above, appears fairly 
fully discounted by the conserva- 
tive valuation of rubber shares in 
relation to recent and prospective 
earnings. The expanding use of 
synthetic rubber will make for 
relatively greater cost and earn- 
ings stability. A favorable factor 


in the longer range outlook pic- 
ture is the permanently larger 
demand for tires and tubes, com- 
pared with prewar, in line with 
the greater number of motor ve- 
hicles in use, the expanded use of 
rubber-tired farm machinery, 
trucks and airplanes, all of which 
adds measurably to the industry’s 
overall demand potential. 





Sears Roebuck vs. 
Montgomery Ward 





(Continued from page 460) 


boom in the 1920’s, Mr. Avery de- 
termined to sit tight, constantly 
improve his company’s financial 
status and rest content with the 
natural expansion in volume that 
could be expected under boom 
conditions. It is interesting to 
note how Montgomery Ward has 
fared as a result of these policies. 

Volume in 1946 advanced 49%, 
and another 18.9% in 1947. Sales 
for 10 months of fiscal 1948 
topped $1 billion for the first 
time in the company’s history for 
a gain of 7.2%. Greater availa- 
bility of hard goods, absence of 
abnormal mark-downs and a 
sharp increase in profitable in- 
stallment sales widened margins 
on the larger sales during the 9 
months ended October 31. Net in- 
come for the period amounted to 
$51.2 million or $7.71 per share 


after allowing for dividends on | 


201,554 shares of Class A stock. 


In the corresponding period of is 


1947, net was $5.27 per share. 


Expanding opportunities to ac- s 


cumulate a wider range of goods 


and good prospects for rapid ~ 
induced Montgomery — 


turnover _M 3 
Ward to carry heavier inventories 
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in 1948, this item in six months f 


advancing $31.7 million to a total 
of $309 million. In relation to cur- 
rent assets, though, this repre- 
sented 61.1% as compared with 
66.6% for Sears Roebuck. As to 
working capital, 
Ward is comfortably supplied 
with $388.6 million compared 
with $315 million for its larger 
competitor. 

As an offset, cash and securi- 


ties of Sears comprise 23.4% of | 
current assets compared with _ 


only 5.9% for Montgomery Ward. 


This discrepancy is accounted for i 


by $173 million of customers’ 


time payment accounts carried by | 
Montgomery Ward. Sears Roe- | 


buck, as we pointed out, converted 
the bulk of its installment paper 


Montgomery | 


So aad 
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into cash, a step that undoubtedly 
could be followed by Montgomery 
Ward any time it so desired. 
With a current ratio of 4.3, Mont- 
gomery Ward evidently is secure 
in its working capital position, as 
it carries a reserve of $25 million 
for doubtful accounts and another 
reserve Of $26 million against 
possible inventory price declines. 

Perhaps one of the most sig- 
nificant items in studying the bal- 
ance sheets of the two concerns is 
that of fixed assets. As of July 
31, 1948, Montgomery Ward had 
invested $71 million in land, 
buildings and equipment, this 
amount written down on the 
books by $40.9 million to about 
$30 million. On January 31, 1948 
Sears Roebuck had $256 million 
in fixed assets, depreciated by 
$105.5 million reserves to $150.5 
million net. In other words, 


2 though annual volume of Ward 


is about half that of Sears, its 
net fixed assets are only about a 
fifth of its competitor. Looking 


) ahead to the advent of possible 
- lean times, this indicates that 


Montgomery Ward has adjusted 
its capital investments in an ex- 
ceptionally strong fashion. Fur- 
thermore, it has no funded debt 
or bank obligations. Were it not 
impractical to retire its non- 
redeemable Class A shares, Mont- 
gomery Ward might enjoy the 
same simple capital structure as 


' Sears Roebuck. At that, Ward has 


outstanding 


only 6.6 million 


"shares of common compared with 
_ 23.6 million for Sears Roebuck. 
' Granted the dollar earnings of 


& Sears are about double those of 


) ac- 5 Ward, they have to be appor- 


' tioned to nearly four times the 


ries © 
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_ number of shares. This is force- 


fully reflected in book values and 
net current asset values for the 
respective equities. 

In considering the merits of the 


_ shares of these two strong con- 
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cerns it seems evident that from 
many angles those of Montgom- 
ery Ward enjoy a somewhat fa- 
vorable element of conservatism. 


_ On the other hand, the dynamic 
' policies of Sears Roebuck attach 
) to its shares a greater speculative 
_ tinge. If Sears proves right in its 
| appraisal of future economic con- 


ditions, its huge expansion pro- 
gram will accelerate its growth 


_ faster than in the case of Ward. 


he company’s financial status 
and credit are so strong, that 
aside from the risk of over- 
capacity and reduced earnings 
during recessive periods, its basic 
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much threatened by its forward- 
looking program. 

At recent price for the stocks 
of the two concerns, there is little 
choice as to yields, for both re- 
turn around 5.5%. Sears shares, 
though, sell at a price-earnings 
ratio of 7.3 compared with 5 for 
Montgomery Ward, thus reflect- 
ing optimism regarding earnings 
over the intermediate term. 

Recent price of 55 for Mont- 
gomery Ward compares with a 
1948-49 range of high—65, low— 
4714, the spread of 18 points in- 
dicating considerable volatility. 
The corresponding range for 
Sears Roebuck was high—4314, 
low—3134, with recent quota- 
tions around 40. 

Considering that Montgomery 
Ward has held dividends to $3 
per share in both 1947 and 1948, 
and that it may earn close to $11 
in the current fiscal year, there is 
a good chance that shareholders 
may soon receive more liberal 
treatment. Sears Roebuck raised 
the quarterly rate to 50 cents per 
share and declared an extra of $1 
last October, thus paying $2.25 in 
all for the 1948 calendar year. 
The shares of both concerns hold 
considerable attraction for the 
long pull. 





The Successful Search 
for Oil on This Continent 





(Continued from page 451) 
concessions south of the Rio 
Grande. 

However that may be, there is 
reason to assume that some sort 
of negotiated deal may mature in 
time from current talks, despite 
existing psychological handicaps. 
For while we are distrustful of 
Mexico’s treatment of foreign 
capital, the Mexicans appear 
equally distrustful of “American 
exploitation.” Hence the need for 
steps to build up “good neighbor- 
liness.” 

Ever since the tremendous 
value of an oil economy was 
demonstrated, the search for oil 
has become worldwide, and has 
never ceased. In the shift, in re- 
cent years, of the foreign center 
of production from Venezuela to 
the Middle East, a change in the 
international trade routes for 
petroleum has been getting under- 
way, with Europe’s requirements 
increasingly met from Middle 
Eastern sources instead, as for- 
merly, from Venezuela and the 
United States. 

As far as our own supply is 
concerned, the unceasing search 
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for oil as well as security con- 
siderations are speeding the ex- 
ploitation of new supply areas. 
Mexico and Canada offer the only 
possibility of getting foreign oil 
without the necessity of using 
water transportation. By build- 
ing a pipeline across the Rio 
Grande, Mexican oil resources 
could be tied right into those of 
the United States to the mutual 
benefits of both countries. 


New Canadian Discoveries 


Canada, too, has been the scene 
of intense activity as a result of 
large oil discoveries in Northern 
Alberta. While this development 
is too new to evaluate in terms of 
possible eventual oil recovery, it 
appears big enough to be put 
down as another significant and 
vital addition to the oil supply of 
the Northern part of the Western 
Hemisphere, on which, in the case 
of war, this country must depend. 

Mexico at one time was the 
world’s second biggest producer 
of petroleum. Unsettled political 
conditions and the exhaustion of 
some of the earlier fields started 
a decline in output in the early 
1920s, and since the expropria- 
tion in 1938, when foreign ac- 
tivities ceased, no major field has 
been discovered. Yet Mexican re- 
sources are known to be substan- 
tial and their development and 
exploitation, with American aid, 
could vastly improve the coun- 
try’s position in the world oil 
picture. 

It is understood that American 
oil companies chiefly interested in 
the Mexican venture include those 
that do not already have oil re- 
serves in the Middle East, Vene- 
zuela and other foreign areas. 
One of them already mentioned, 
Cities Service Company, a year 
ago organized Mexico-Cities Serv- 
ice Petroleum Corp. with a capi- 
tal of $5 million and this subsid- 
iary subsequently entered into a 
contract with the Mexican Gov- 
ernment for development of the 
oil resources of Pemex. Once cur- 
rent negotiations have hurdled 
the final obstacles, similar ar- 
rangements by other interested 
concerns may be expected. If so, 
it will be another step forward in 
efforts to secure a strategically 
safe oil supply for this country. 





1949 Prospects for 
Bank Stocks 





(Continued from page 465) 
expansion of installment credit, 
as was intended, but the fact that 
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business loans by New 


that revenue creating credits may 
become harder to place over the 
near term. 


Marketwise, the top grade bank : 
stocks are in an interesting posi- | 


tion. Regardless of inherent earn- 


ings and dividend stability, prices | 


for bank stocks are strongly in- 


fluenced by the same psychology 4 
affecting industrial shares. At © 


present prices, as the appended 
table shows, yields of from 4.1% 
to 6.6% are obtainable from the 
shares of many of the soundest 
banks, both in New York City 


and in other important centers. | 
At the end of the war, the aver- © 
age yield from these same stocks © 
when earnings | 


was about 3% 
were at peak level. But though 
net earnings have now tapered off 


on a lower plateau, many of the © 


banks have liberalized their divi- 
dend policies through increased 
distributions or stock dividends. 


Prices of blue chip industrial 
shares, as indicated by the Dow- 


Jones Industrial Average, have © 


declined about 5% since the end 
of 1945, but during the same 
period bank share prices have 
dropped from 20% to 30% in 
some cases. Considering the 
higher degree of safety and divi- 
dend stability inherent in bank 
shares, with some 


ord for more than 100 years, it 
would seem that selected bank 
shares are reasonably priced. 


Examination of our appended 


statistical table will disclose rela- © 
tive changes in the status of 17} 


outstanding banks in New York 


City, Chicago, Boston, Philadel- | 


phia and San Francisco. The 
rapid growth in population and 
industry on the Pacific Coast has 
enabled the Bank of America to 
hold its position as the nation’s 
largest bank. Combined resources 
of this giant institution and its 


500 California branches now top | 


$6 billion, with deposits in 1948 
rising $170 millions to a total of 


$5.6 billion. Whether Washington | 
will succeed in its efforts to un- | 
scramble this holding company is | 


anyone’s guess. 

National City Bank of New 
York, not including its wholly 
owned subsidiary, City Farmers 


Trust Company, now ranks sec- | 
ond with deposits of $4.64 billion. 


Indicated net earnings, that is 


York ff 
banks expanded less than $100 F 
million in October and November, | 
compared with $600 million in the | 
same two months of 1947, shows | 





institutions | 
having an unbroken dividend rec- | 
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after allowing for gains or losses 
on securities, advanced to $4.39 
per share in 1948 compared with 
$3.21 in 1947. Considering that 
deposits declined by $230 million, 
this attests to unusual managerial 
efficiency. Dividends of $1.60 per 
share paid last year were earned 
over three times, while amounts 
credited to surplus or reserves 
lifted the book value of the stock 
to $46.99 per share compared 
with $43.57 in 1947. 


In this connection it is interest- 
ing to note at what a substantial 
discount from book values the 
shares of all the New York banks 
on our list are now selling. While 
earnings rather than book values 
usually determine share prices in 
every category, the high quality 
of bank assets should carry con- 
siderable weight. Thus it seems 
rather paradoxical to witness a 
recent price of $1210 for the 
shares of First National Bank of 
New York compared with a book 
value of $1415. Such a spread, 
percentagewise, will be found fre- 
quently among shares of many 
sound banks in a lower price 
range. The large portion of total 
assets represented by Govern- 
ment securities all along the line 
accentuate these disparities. 


The second largest New York 
bank, Chase National, experi- 
enced a drop of $240 million in 
deposits last year and reduced its 
holdings of Government securities 
by about $515 million. Higher 
rates on expanding loans, how- 
ever, increased gross income 
about 7.9% to $69 million. Ad- 
justments to reserve accounts, on 
the other hand, reduced indicated 
net earnings slightly to $2.37 per 
share compared with $2.68 per 
share a year earlier. Net was 
after allowing for a loss of $1.4 
million on securities in contrast 
to a gain of $1.25 million in 1947. 
In combination this variation rep- 
resented an amount equal to 37 
cents per share. On average capi- 
tal funds employed by Chase 
National Bank during 1948, the 
bank earned 5.4% net. Loans out- 
standing increased to $1.48 bil- 
lion, up about 12%, with com- 
mercial loans representing 81% 
of the total. Average interest rate 
on loans for the last quarter of 
1948 was 2.32%. 


Central Hanover Bank and 
Trust Company progressed satis- 
factorily last year, with net oper- 
ating income of $7.2 million ex- 
panded by security profits of 
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He’s taking the pulse of a stainless steel billet 


Sound waves you can’t hear are on the 
job as inspectors of Armco Stainless 
Steel. A Supersonic Reflectoscope sends 
them into thick billets of steel to de- 
tect internal flaws. Their reflection 
from any defect is picked up by a 
crystal, converted to electrical pulses 
and shown to the operator on a screen. 
In working for Armco, the steel- 
penetrating sound waves are also work- 
ing for the many manufacturers using 
Armco Stainless in kitchen ranges, 
automobile parts, hardware and scores 
of other products. They help insure 
that the stainless steel reaching fabri- 
cators is perfect all the way through. 
This strong, rustless, attractive metal 
is economical to use because the cost 


ARMCO STEEL CORPORATION 


The familiar ARMCO triangle identifies special-purpose steels that help 


manufacturers make more attractive, more useful, longer-lasting products. 


$606,000. Net per share in 1948 
amounted to $7.43 against $7.26 
in 1947. During the. year this 
bank created a reserve of $2 mil- 
lion for bad debts, this sum being 
free from income taxes in accord- 
ance with the Treasury’s formula. 
Gross deposits of $1.4 billion were 
approximately $87 million less 
than at the end of 1947. As re- 
gards the bank’s Government 
portfolio, this represented 38.3% 
of total assets, slightly above the 
average for most of the New 
York banks, and 28% of the Gov- 


of labor to fabricate it is the same as 
with inferior metals, and yet it gives 
the buyer so much mote extra value. 
Stainless steel is just one of many 
Armco Special-Purpose Steels that 
help manufacturers make better prod- 
ucts. Among others are Armco Z1nc- 
crip, which assures complete rust pro- 
tection, and ARMco ALUMINIZED with 
its high heat resistance. They’re all rea- 
sons why buyers have learned to look 
for the famous Armco triangle trade- 
mark—their assurance that the steel in 
a product was specially selected for 
that particular use. Armco Steel Cor- 
poration, 49 Curtis St., Middletown, 
Ohio. Export: The Armco Interna- 


tional Corporation. 
M ; 


VV 


ernments had a maturity under 
one year. 

Payment of $4 per share divi- 
dends last year represented 52% 
of net earnings. Back in 1945 
when Central Hanover earned 
$981 per share, it also paid $4 
per share or about 43% of net. 
We cite this circumstance as it is 
characteristic of the policies of 
many banks under current condi- 
tions. In other words, most stock- 
holders generally are receiving a 
more liberal share of earnings 
than formerly. 
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This is under no circumstances to be construed as an offering of this Common Stock for sale, or as an 
offer to buy, or as a solicitation of an offer to buy, any of such Common Stock. 
The offer is made only by means of the Prospectus. 


400,000 Shares 


Koppers Company, Inc. 
Common Stock 


($10 Par Value) 


Price $31 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation 
Blyth & Co., Inc. 
Stone & Webster Securities Corporation 
White, Weld & Co. 


January 10, 1949 


Goldman, Sachs & Co. 
Union Securities Corporation 


Hemphill, Noyes & Co. 























World Monetary 
Reconstruction 
As We Enter 1949 


(Continued from page 449) 
commodity concerned. Naturally 
this awkward system is not con- 
ducive to expansion of Japanese 
trade, and to Japan’s paying its 
own way. 

India’s rupee, which is one of 
the sterling area currencies, is 
overvalued, and has been selling 
at a considerable discount in the 
free market. Its future depends 
upon the success of the deflation- 
ary measures which the Delhi 
Government has been applying 
during the past six months. A 
failure of these measures to bring 
down prices, and at the same 
time a decline in the world price 
of some of the Indian export 
commodities may have a serious 
consequence not only for the In- 
dian but also the Pakistan rupee 
which seems to be even weaker in 
international markets. 

In Siam, the new Government 
seems to have brought inflation 
under control, and the currency, 
the baht, has consequently some- 
what improved in free markets. 
In Indonesia, the unstable Repub- 
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lican currency will undoubtedly 
be completely replaced by the 
Dutch-supervised Indonesian 
guilder. The Burma rupee is weak 
and so is the Indo-Chinese cur- 
rency. In the Philippines, no 
change in the peso is anticipated 
as long as a substantial deficit in 
international payments is being 
covered by various dollar pay- 
ments due to the Islands. But 
once these payments stop, the 
peso may weaken. 

In general, the world made lit- 
tle progress during the past year 
toward the restoration of money 
order. About the only construc- 
tive development was the restora- 
tion of a money economy in Ger- 
many—still quite shaky—and the 
increased respectability for the 
pound sterling and a few other 
sterling area currencies. But a 
free convertibility of the pound 
remains as far away as it was 
one year ago. 





Stocks Making New Highs 
Steadily Since 1942 


(Continued from page 463) 
substantial growth in volume and 
earnings in fairly recent years. If 
the national income remains high 
and construction activities con- 





tinue near present levels, it is pos- 
sible that Ruberoid may continue 
to hang up new records. In any 
event chances are strong that the 
company will enjoy above average 
prosperity for an_ indefinite 
period ahead. During the first six 
months of 1948, volume of $29.4 
million was $4.2 million larger 
than in the corresponding period 


of 1947 and net earnings of $6.81 | 


per share compared with $5.56 
for the same period of the previ- 
ous year. Earnings for full 1948 
are conservatively estimated at 
$11.75 per share. 


Strong Trade Position 


This concern has a strongly 
entrenched trade position as a 
supplier of building materials, in- 
cluding asphalt roofing and 
shingles, felts, rock wool mate- 
rials, asbestos products and spe- 
cial paints. The relatively low 
price of all these items gives them 
a competitive advantage over 
other materials. During its long 
history Ruberoid has established 
plants in about a dozen states, 
thus enabling it to make rapid 
deliveries to customers and to ex- 
ploit promising markets readily. 

The company has an exception- 
ally strong financial position and 
a capital structure limited to 
397,806 shares of no par common, 
aside from $320,000 non-interest 
bearing notes issued in exchange 
for an advance from an impor- 
tant customer. Despite sharp 
gains in earnings during the last 
three years, dividends have been 
raised only moderately. Some 
evidence of increasing liberality, 
though, appeared last year when 
in contrast to two quarterly divi- 
dends of 50 cents per share dis- 
tributed in the first half, 75 cents 
was paid in September and a 
year-end dividend of $1.50 in 
December, along with a_ stock 
dividend of 10%. Even so, total 
cash dividends last year of $3.25 
per share absorbed only about 
28% of estimated earnings, leav- 
ing plenty of room for improve- 
ment in 1949. 

The well sustained _ sellers’ 
market for steel during wartime 
and in the last three years stimu- 
lated vigorous progress by Sharon 
Steel Corporation. During this 
period sales advanced from $35.3 
million to close to $100 million 
annually and earnings expanded 
more than sixfold. This company 
svecializes in the production of 
alloy and stainless steel strip, as 
well as carbon and galvanized 
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strip, items in wide demand 
among manufacturers of trans- 
portation equipment, home appli- 
ances, tools and cutlery. Wholly 
owned subsidiaries, such as Niles 
Rolling Mills Company and 
Detroit Tube & Steel Company 
produce sheets and tubing. Sharon 
Steel also owns a minority inter- 
est in Mullins Manufacturing 
Company, outstanding as a pro- 
ducer of kitchen equipment. As 
the parent company has an an- 
nual rated ingot capacity of 1.6 
million tons, it is in a position to 
sell its subsidiaries a substantial 
portion of their large steel re- 
quirements. 

By spending more than $9 mil- 
lion in the last few years for im- 
provements and to acquire coke 
and coal properties, Sharon Steel 
has enlarged its capacity, achieved 
greater integration and decidedly 
strengthened its basic position. 
Good cost controls have widened 
profit margins on expanding sales, 
aided by firm price conditions. 
Estimated net earnings of $16 
per share last year would repre- 
sent a gain of almost 50% over 
1947 and 250% over 1946. Look- 
ing ahead, another excellent year 


is indicated, barring the unfore- 
seen. Dividend policies have been 
very conservative, though, share- 
holders receiving only 15.5% of 
net in 1948. Skepticism over the 
continuance of such spectacular 
earnings has dampened specula- 
tive enthusiasm over the shares, 
as shown by their recent price of 
36, 103% points under their 1948- 
49 high of 463%. As Sharon Steel 
shares yield 7% and the chances 
for improvement are far brighter 
than otherwise in the current 
year, they carry considerable 
speculative attraction. 


International Silver 


International Silver Company, 
world leader in its special field, 
has concluded the seventh year in 
a row of exceptional prosperity, 
with estimated earnings of $19 
per share in 1948 compared with 
$1.28 in 1942. While the com- 
pany’s dominant position as pro- 
ducer of plated and sterling silver- 
ware is an obvious advantage, its 
earnings in prewar were spotty 
and limited except during a few 
years in the boom of the 1920s. 
Over a 48-year period, dividends 
on the common were paid only in 
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1926-30 and from 1941 to date. 
Experience and ample facilities to 
produce precision parts at the 
outbreak of war brought a flood 
of ordnance orders on which sat- 
isfactory profits were earned. 

During the last three years de- 
ferred demand and soaring na- 
tional income enabled operations 
to approach a bonanza status, 
culminating in record volume and 
earnings last year. In November 
the management stated that de- 
mand continued strong for all 
lines and that earnings were be- 
ing held on an even keel. For the 
first nine months of 1948 net 
earnings of $13.82 per share were 
reported. In scanning potentials 
for 1949, it seems hardly possible 
that equally good results will be 
achieved by this manufacturer of 
luxury or semi-luxury items, in 
view of living costs problems and 
evidence of deflationary forces. 
Nevertheless, International Silver 
earnings could decline consider- 
ably and yet remain well above 
the prewar average. 

The company paid liberal divi- 
dends totaling $9 per share in 1948, 
but caution over future distribu- 
tions is pretty well reflected by a 








Serving 
fet 0 joatd 


A half century of Caribbean service under: 


Middle America 


scores today’s function of the Great White 


Fleet. Here are fast, fully-refrigerated cargo 


and passenger vessels—modern and spotless— 


fit, willing and able to serve shippers and 
travellers in Inter-American trade. Competent 
staffs, afloat and ashore, and modern equipment 


and facilities are yours to command. 


@ GUATEMALA 
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New Orleans: 321 St. Charles St., New Orleans 4 
Chicago: 111 W. Washington St., Chicago 2 
San Francisco: 1001 Fourth St., San Franciseo 7 
JANUARY 29, 1949 483 











OUTSTANDING 


ZSst0cks 


for profit and income 
ested can take advantage of 


some of the best current in- 
vestment opportunities by sending 
today for UNITED’s new Super- 
vised List of recommended issues, 
including: 


17 Low-Priced Stocks below 15 
43 For Profit; with yields to 10% 
13 High Quality Growth Stocks 


This is only one of many profit-making 
features in UNITED’s 12-page Report 
on current investment opportunities. 


Yours With Month’s Trial 
We will send this Special Report and the 
weekly UNITED Bulletin Service for one 
full month to new readers for only $1. 


Send $1 for Report MW-72 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ rr Boston 16, Mass 


{DIVIDEND NoTIcEesS. 
DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid Feb. 1, 1949, 
to stockholders of record Jan. 24, 1949. 


“A” COMMON and VOTING COM- 
MON: A quarterly dividend of 25 cents 
per share on the “A” Common and 
Voting Common Stocks will be paid 
Feb. 15, 1949, to stockholders of record 
Jan. 24, 1949. 














A. B. Newhall, Treasurer 
Dewnioon Mlawufachuing So. 


Framingham, Mass. 

















CARBON COMPANY 


One-Hundred and Ninth 
Consecutive Quarterly Dividend 


A quarterly dividend of 50 cents per 
share will be paid March 10, 1949 
to stockholders of record February 15, 
1949, at 3 P. M. 

GEORGE L. BUBB 


Treasurer 





recent price of 55 for the shares, 
establishing a yield of 16.4%. In 
each of the last three years the 
price has topped 60, reaching a 
peak of 6534 last year, but this 
compares with a seven-year low 
of 614, a fact that investors are 
not likely to forget. 
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For Profit and Income 





(Continued from page 467) 


with 1948 high of 28, it at least 
holds up relatively well, and offers 
an 8% return on the basis of $2 
in dividends paid in 1948 and 
likely to be at least equalled this 
year. 


Chrysler 


Chrysler recently raised its 
quarterly dividend to $1.25, put- 
ting the stock on a $5 annual 
basis. This is not a new peak in 
dividends, for the equivalent of 
$6 on the present split shares was 
paid in 1936 and $5 in 1987. 
Chrysler is not in any sense an 
“income” stock. Figuring on $5 
for 1949, dividends for 14 years 
since and including 1936 will have 
averaged about $2.84 a year, 
equivalent to a yield of about 
5.1% on present price of 55. The 
$5 rate yields nearly 9.1%; but 
the $1 paid in a poor year like 
1938 would yield, at present price, 
only 1.8%. Chrysler is a good 
stock to buy for major cyclical 
appreciation when it is depressed. 
Present price of 55 compares with 
1946 bull-market high of 7014, 
1941 bear-market low of 2034. If 
you wait long enough, you can 
always buy the stock below 55. As 
to how long and when, this col- 
umn sayeth not. 


Groceries 


Commodity prices really nose- 
dived between 1929 and 1932, yet 
First National Stores, the big 
New England grocery chain and 
probably the best-managed such 
chain in the country, earned $4.78 
a share in 1932 versus $5.39 in 
1929, and paid a $2.50 dividend in 
the worst of all depression years, 
against $1.75 in 1929. The com- 
pany is not going to get hurt by 
the present moderate downtrend 
in food prices. Inventory turns 
over an average of once every 
month; LIFO accounting is used; 
and, additionally, conservative 
contingency reserves are set up. 
Such reserves in the 1947-1948 
fiscal year amounted to $2.93 a 
share, compared with stated earn- 
ings of $6.88 a share. Earnings 
for the year ending March 31 
probably will be around $7 a 
share, again after large reserves. 
This company has never reduced 
a dividend. The present regular 
rate of $3 is secure. The 50-cent 


extra paid last year probably will 
be repeated this year, but cannot 
be considered a fixture. On the 
regular rate the stock, now at 55, 
offers a yield of 5.4%. Here is 
solid investment value in a de- 
pression-resistant equity with 
nothing ahead of it in the com- 
pany’s capitalization. 





What President Truman’s 


Program Means—to Business | 


—to Security Prices 





(Continued from page 439) 


the budget is its domination by 
war-related expenditures which 
are difficult if not impossible to 
pare. $32 billion or 76% of total 
expenditures of $42 billion are to 
go to the four great items of de- 
fense, international aid, veterans 
and debt service. All the rest, the 
administrative cost of Govern- 
ment, subsidies to agriculture, 
road building, housing, education, 
health, social security — consume 
only a quarter of the total or less 
than $10 billion and it is here 
where economies must be found. 
The best bet of countering the 
demand for higher taxes lies in 
the habitual underestimation of 
revenues. It would not take much 
of a gain in actual revenues to 
balance the deficit of $873 million 
indicated in the President’s budg- 
et calculation, and Congress is 
likely to make the most of any 


such opportunity to stall off or | 


tone down the request for higher 
taxes. 

One of the puzzling factors in 
the entire program is the uncer- 
tainty about ultimate impacts of 
proposed policies which are a 
strange mixture of inflationary 
and deflationary measures. Over- 
all contemplated budget expendi- 
tures will be the greatest in the 
nation’s peacetime history, and 
this is distinctly inflationary. Yet 
the increase is to be financed by 
higher taxes, enough to create a 
budget surplus and reduce some 
of the outstanding debt. Proposed 


new taxes including payroll taxes | 
come to $6 billion. Siphoning off | 


such an amount from the income 
stream will be a considerable de- 


flationary factor particularly as” 
there is little prospect that it will | 


be offset by an increase in private 
credit. 

All of which reflects Adminis- 
tration insistence that the threat 


of inflation is still strong, and” 
may continue so—what with full | 
employment and maximum pro- | 
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Burroughs 


192nd CONSECUTIVE 
CASH DIVIDEND 


A dividend of twenty cents ($.20) a share has 
been declared upon the stock of BURROUGHS 
ADDING MACHINE COMPANY, payable 
March 10, 1949 to shareholders of record at the 
close of business January 31, 1949. 


SHELDON F. HALi, 


Detroit, Michigan, 
Secretary 


January 19, 1949 











duction as envisaged. But the Ad- 
ministration is also ready to 
swing around quickly should the 
present letdown in_ business 
deepen. Hence its emphasis on a 
flexible tax policy capable of 
prompt adjustment to changing 
needs of business and consumers. 

One is tempted to conclude that 
the main weakness of tax policy 
lies in the fact that there appears 
no meeting of the minds whether 
Government policies, in view of 
the present business outlook, 
should be directed at prevention 
of further inflation or toward 
cushioning of an impending de- 
flation — hence the proclaimed 
need for a program for both, at 
the same time. The question is 
whether simultaneous application 
of these measures, some of which 
have a strong political or social- 
istic flavor, can actually have the 
desired results or will merely ob- 
scure and intensify the problems 
now confronting the country. It 
would seem that fiscal policies 
cannot very well be mixed like a 
“Five-way Vitamin pill,” provid- 
ing a cure-all for everything. 
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As to the basic significance of 
tax policy, it is revealing to quote 
from the annual economic report 
which observes “that on general 
economic grounds, tax measures 
should be devised to result in an 
increase of at least $4 billion. 
However, the range of prime con- 
siderations in matters of tax 
policy extends so far beyond the 
purely economic analysis that 
ultimate decisions must be made 
within that wider perspective. In 
formulating a tax program for 
1949, the following principles 
seem paramount: The additional 
tax measures should (a) provide 
a budgetary surplus; (b) absorb 
some of the high current profits 
while avoiding tax measures 
which would lead business firms 
to charge higher prices or impair 
their ability to maintain desirable 
rates of expansion; (c) guard 
against aggravating any reces- 
sionary tendencies and provide 
sufficient fiscal flexibility to en- 
able quick adjustments if such 
tendencies become strong; (d) re- 
duce the inequities of previous 
legislation and strengthen the en- 
forcement of the tax-collecting 
system. 


Taxes As Economic Lever 


In other words, tax policies are 
to be used not only to raise 
needed revenues (originally their 
primary and only purpose) but 
as a general economic lever and, 
in the light of currently reported 
tax thinking, as a means of fur- 
ther distribution of income and 
wealth regardless of the danger 
that overtaxation of business and 
wealth may ultimately destroy 
the very sources of wealth to the 
detriment of the whole economy. 


Also, as applied to the present 
situation, it would seem at first 
blush that the proposal to saddle 
business with new taxes must 
necessarily reflect a high degree 
of confidence in the business out- 
look, that industry can take it 
without jeopardizing present and 
future expansion plans. Yet if 
considered in conjunction with 
the threat to the steel industry, 
there arises legitimate doubt 
about the strength of any such 
conviction, about the validity of 
the assurance that a_ profit 
squeeze might not develop that 
could force industry to cut back 
its capital expenditures. There 
might of course be the additional 
thought that industry can afford 
to cut profits by absorbing higher 





taxes because capital investment 
is on the decline anyway, thus | 
lessening the need for plowed- 
back earnings; or that because of 
the blueprint for a high consump- 
tion economy, capital investment 
in the future will play a less 
prominent role. But the implied 
club remains. From the longer 
range perspective, the proposal of 
Government-sponsored expansion 
of productive facilities looks less 
like the anti-inflationary step it | 
purports to be, and more like re- | 
insurance to meet any possible 
contingency created by the Gov- 
ernment’s own tax policies. The 
future and Congress will clarify 
this point. Much will depend on 
whether what’s really wanted is _ 
adequate productive capacity or 
socialism. 


Less obscure are other dangers 
inherent in the abuse of the in- 
come tax as a revenue raising 
measure. Some recognition of this 
problem appears to be accorded 
even in the report of the Council 
of Economic Advisers where it is 
said that “it is undoubtedly true 
that certain features of our tax 
system bear particularly on equity 
financing.” Such recognition is 
encouraging. Unfortunately there 
seems to be little willingness to 
do something about it now. The | 
only suggestion the Council 
makes is that “when a reduction 
in taxes becomes possible, the tax 
system should be revised to strike 
the best balance between the ob- 
jectives of maintaining adequate 
consumer markets and of provid- 
ing capital of the needed charac- 
ter in adequate amounts.” For 
the time being, however, sweep- 
ing tax increases have been pro- 
posed, regardless of the fact the 
heavy taxes upon corporate in- 
come, and the still heavier per- 
sonal taxes upon this same income 
when distributed as dividends, 
seriously hamper equity financing. ~ 




















































Badly Timed? 


There is widespread conviction ~ 
that in consideration of the pres- | 
ent business situation alone, the © 
Administrations’ tax recommen- [| 
dations are badly timed. Higher © 
corporate taxes will not only | 
make a drop in business expendi- / 
tures more certain but will accen- © 
tuate it, thus becoming danger- | 
ously deflationary. It also will 
add to the cost of manufactured © 
goods, either halting the present ~ 
process of price adjustment or | 
making for higher prices. Ulti- | — 
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H—Component of the 100 HIGH PRICED STOCKS Group (Closing 1948 at above 303, ) 
L—Component of the 100 LOW PRICED STOCKS Group (Closing 1948 at below 12%,) 


4—AGRICULTURAL IMPLEMENTS 


H—Deere 
Int. Harvester 
Minn.-Moline 
Oliver 


10—AIRCRAFT 
Boeing 
L—Cons. Vultee 
L—Curtiss-Wright 
H—Douglas 
Grumman 
Lockheed 
L—Martin 
L—Nor. Am. Aviation 
L—Republic Aviation 
United Aircraft 


6—AIR LINES 
L—Am. Air Lines 
L—Braniff 
E. Air Lines 
L—Pan American 
L—tTrans. & West. 
L—United Air Lines 


6—AMUSEMENT 
Loew's 
Paramount 
L—R.K.O. 
L—Republic Pictures 
20th Century 
L—Warner Bros. 


12——-AUTOMOBILE ACCESSORIES 
H—Bendix Aviation 


org 

Briggs Mfg. 
L—Budd Co. 
H—Elec. Auto-Lite 
L—Hayes Mfg. 
L—Houd.-Hershey 
L—Martin-Perry 

Murray 

Stand. Stl. Springs 

Stewart-Warner 

Timken-Detroit 


12——AUTOMOBILES 
H—Chrysler 
H—General Motors 
L—Graham-Paige 
Hudson 
L—Hupp 
Mack 
L—Nash 
L—Packard 
L—Reo 
Studebaker 
White 
L—Willys 


3—BAKING 
Continental 
L—General 
Purity 


3—BUSINESS MACHINES 
Burroughs 
H—Nat. Cash 
L—Rem. Rand 


2—BUS LINES 
L—Greyhound 
L—Omnibus 


5—CHEMICALS 
Air Reduction 
H—Allied Chem. 
Com. Solvents 
H—du Pont 
Union Carbide 


3—COAL MINING 
L—tehigh C. & N. 
L—tLehigh Valley Coal 
Phila. & Rdg. C. & I. 


4—COMMUNICATION 
L—Am. Cable & Radio 

H—Am. Tel. & Tel. 

L—int. Tel. & Tel. 
Western Union ‘“‘A”’ 


13——CONSTRUCTION 


Am. Radiator 

Bucyrus-Erie 
L—Certain-teed 
H—Crane 

Flintkote 


H—Johns-Manville 
H—Lone Star Cement 
Nat. Gypsum 

Nat. Supply 
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1949 Grouping of the 320 Component Issues 


H—Otis Elevator 
L—Pittsburgh Screw 
H—U. S. Pipe 
L—Walworth 


7—CONTAINERS 
H—Am. Can 
H—Container Corp. 
H—Cont. Can 

Crown Cork 

L—Gair 
L—Nat. Can 
H—Owens-lll. 


9—COPPER & BRASS 
H—Anaconda 
L—Bridge. Brass 
L—Cal. & Hecla 
L—Cons. Copper 
L—Gen. Cable 
Inspiration 
H—Kennecott 
Miami 
H—Phelps-Dodge 


2——DAIRY PRODUCTS 
orden 
Nat. Dairy 


5—DEPARTMENT STORES 
Allied Stores 
Ass. Dry Goods 
Gimbel Bros. 
H—Macy 
Marshall Field 


6—DRUGS & TOILET ARTICLES 
Am. Home Products 
H—Colgate 
H—Gillette Safety Razor 
L—Rexall Drug 
Sharp & Dohme 
L—Zonite 


2—FINANCE COMPANIES 
T. 


H—Com. Credit 


7—FOOD BRANDS 
Best Foods 
H—Corn Products 
H—Gen. Foods 
L—Libby-McNeill 
H—Nat. Biscuit 
Stand. Brands 
L—Stokely 


2—FOOD STORES 
H—Kroger 
Safeway 


3—FURNITURE 
Congoleum 
L—Servel 
Simmons 


3—GOLD MINING 
L—Alaska Juneau 
L—Dome Mines 
H—Homestake 


6—INVESTMENT TRUSTS 
Adams Express 
L—Am. Internat. 
Atlas Corp. 
H—Lehman 
L—tTransamerica 
L—tTri-Cont. 


3—LIQUOR 
Distil.-Seagrams 
Nat. Distillers 
Schenley 


10—MACHINERY 
Allis-Chalmers 
Am. Mach. & Fndry. 
H——Caterpillar 
L—Cont. Motors 
Foster-Wheeler 
L—Gar Wood 
H—Gen. Electric 
H—Timken R. B. 
Westinghouse Mfg. 
Worthington Pump 


3—MAIL ORDER 
H—Montgomery Ward 
H—Sears Roebuck 
L—Spiegel 

3—MEAT PACKING 
L—Armour 

Swift & Co. 

L—Wilson 


12——-METALS, MISCELLANEOUS 
H—Am. Smelting 
L—Am. Zinc 
L—Callahan Zinc 
Cerro de Pasco 
Int. Nickel 
H—Nat. Lead 
L—Pac. Tin 
L—Park Utah 
Patino Mines 
H—St. Jo. Lead 
L—Sunshine Mining 
Vanadium 


4—PAPER 
Crown Zellerbach 
H—4Int. Paper 
L—St. Regis 
H—Union Bag 


29—PETROLEUM 
Anderson Prichard 

H—Atlantic Ref. 
H—Barber Oil 
H—Barnsdall 
H—Cont. Oil 
H—Gulf Oil 
H—Houston Oil 
H—Mid-Cont. Pet. 
H—Ohio Oil 
L—Panhandle P. & R. 
H—Phillips Pet. 
H—Plymouth Oil 


Pure Oil 
Richfield 
H—Shell Union 
Sinclair 
Socony 
H—S. O., Calif. 
H—S. O., Ind. 
H—S. O., N. J. 
S. O., Ohio 
L—Sunray 


H—Texas Co. 
Texas Gulf Prod. 
Texas & Pac. C. & O. 
H—Texas Pac. Land Trust 
Tide Water Ass. 
Union Oil 
Warren Pet. 


21—PUBLIC UTILITIES 
L—Am. & For. Pr. 
L—Am. Pr. & Lt. 
H—Cleveland Elec. 
L—Columbia Gas 
L—Commonwealth & So. 
Commonwealth Edison 
Cons. Edison 
Detroit Edison 
Elec. Pr. & Lt. 
Florida Pr. 
L—Gen. Pub. Utils. 
L—tInt. Hyd. Elec. ‘‘A”’ 
L—tLaclede Gas 
North American 
Pacific Gas 
Penn. Pr. & Lt. 
Potomac El. Pr. 
Pub. Serv. E. & G. 
So. Calif. Edison 
Va. Elec. & Pr. 
West Penn. Elec. 


6—RADIO & TELEVISION 


L—farnsworth 
Magnavox 
H—Philco 
R.C.A. 
L—Sparks-Withington 
H—Zenith 


9—RAILROAD EQUIPMENT 
Am. Car & Fndry. 
Am. Locomotive 
Am. Stl. Fndries. 
L—Baldwin Loco. 
L—Lima-Hamilton 
L—Pressed Steel Car 
H—Pullman 
L—Symington-Gould 
H—Westinghouse A. B. 


24—RAILROADS 

H—Atchison 
H—Atlantic Coast 

Lt—B. & Q. 
Canadian Pac. 


H—Cc. & O. 

Ohio & N.W. 

L—Chic., Mil., St. P. & Pac. 
H—D. & H. 

L—D.,L. & W. 


Erie 
H—Gt. Nor., Pfd. 
Gulf Mobile 
ill. Cent. 
H—Kansas City So. 
L—tehigh Valley 
L—wM. K. T. 
L—N. Y. Central 
Nor. Pac. 
Pa. R. R. 
L—St. L., San Fran. 
Seaboard Air Line 
H—So. Pac. 
H—Se. Ry. 
H—Union Pac. 


3—REALTY 
L—Equitable 
L—Gen. Realty 
L—Sheraton 


3—SHIPBUILDING 
Elec. Boat 
N. Y. Shipblidg. 
Sperry 


3—SOFT DRINKS 
L—Canada Dry 
H—Coca-Cola 
L—Pepsi-Cola 


14—STEEL & IRON 
Alleg.-Ludium 
Armco 
H—Beth. Steel 
Blaw-Knox 
Colo. Fuel 
Crucible 
Follansbee 
L—Gt. Nor. Ore 
Interlake 
H—Jones & Laugh. 
H—Nat. Steel 
Republic Stl. 
H—WU. S. Steel 
H—Youngstown S. & T. 


3—SUGAR 
Am. Crystal 
Cuban-American 
West Indies 


2—SULPHUR 
H—freeport 
H—Texas Gulf 


5—TEXTILES 
H—Am. Viscose 
H—Am. Woolen 
Burlington Mills 
H—Celanese 
L—United M. & M. 


3—TIRES & RUBBER 
H—Goodrich 
H—Goodyear 
H—U. S. Rubber 


6—TOBACCO 
H—Am. Tobacco 
H—Liggett & Myers 
Lorillard 
H—Philip Morris 
H—Reynolds “B"’ 
L—Webster 


2—VARIETY STORES 
H—Kresge (S. S.) 
H—Woolworth 


17——-UNCLASSIFIED 

Allied Mills 

A.T.F. 
L—Avco 
H—Cont. Insurance 
L—cCurtis Publishing 
H—Eastman Kodak 
H—Libbey-Owens 
L—Marine Midland 
L—Newport Industries 
H—Procter & Gamble 
L—Savage Arms 
L—Shattuck (F. G.) 
L—So. Am. Gold & P. 

Stone & Webster 
L—wUnited Cigar-Whelan 
H—United Fruit 
L—wU. S. Lines 
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mately higier taxes will have to 
be absorbed by consumers and 
stockholders. 


As it is, public purchasing 
power needs no brake from 
higher taxes, but may soon need 
a tonic. As to the investor, any 
new burden he may be called 
upon to assume will certainly not 
encourage new investment. As to 
business, its tax burdens will be 
still further aggravated by the 
addition of new payroll taxes 
which, too, will go into the cost 
of goods. All of which, again, in 
the present economic environ- 
ment, can become unpleasantly 
deflationary in its ultimate reper- 
cussions. Anything that retards 
or impedes capital formation, be 
it on a business or individual 
level, cannot react otherwise. Per- 
haps just because of that, we 
now witness the new emphasis on 
a high consumption economy, 
with the threat of Government 
entry in the productive process in 
the background. 


As stated before, details of the 
new economic program still have 
to be spelled out by Congress and 
that body shows signs of reluc- 
tance of going the whole way, at 
least at this juncture. Herein lies 
that hope that something far less 
drastic than proposed will even- 
tually materialize, that at worst 
we shall move slowly and de- 
liberately towards the new goals. 
Perhaps the overriding factor is 
the urgent need for a continued 
strong and healthy economy in 
recognition of the fact that the 
strength and health of the pro- 
ductive economy is the real source 
of the nation’s security. We know 
that this is uppermost in the 
Administration’s mind and for 
business as a whole, this is a re- 
assuring element. 


Outlook for Business 


Business will have to resign 
itself to more Government, more 
controls, more guidance and more 
official planning, but it also has 
the assurance of continued high 
economic activity — if necessary 
with active Government support. 
This doesn’t mean a profitless 
prosperity. The new prosperity 
sought will be profitable enough 
though it will not match the pros- 
perity of recent postwar years. 
Keynote in this respect is the 
thought expressed in the Eco- 
nomic Report that “profits be- 
come unreasonable when they 
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yield more than the amounts 
which support adequate incen- 
tives for production and growth.” 
What that means can be wide 
open to varying interpretation. 


What About Securities Prices 


The likelihood of lower earn- 
ings need by no means portend 
lower securities prices. Quite pos- 
sibly it might even mean higher 
market prices because revised 
corporate earning power under 
adjusted conditions can be con- 
sidered of more permanent char- 
acter, deserving higher valuation. 
Besides, at today’s market prices, 
stocks have lost a great deal of 
vulnerability to prospective lower 
corporate profits which are al- 
ready well discounted. Needless 
to say, the market will watch de- 
velopments closely and should be 
highly responsive to any “good 
news” that might come out of 
Washington, particularly in the 
matter of lower than proposed 
business taxes. 


Still and all, 1949 may bring a 
real test of the full employment- 
full production concept that un- 
derlies the Administration’s eco- 
nomic policies. If these are 
successful in strengthening the 
underpinning of the economy, by 
bolstering demand, without seri- 
ously impairing the basis for 
private capital investment and 
business incentive, the test will be 
won. If not, it won’t be smooth 
sailing. 





Realistic Reappraisal 
of Stocks Continuing 





(Continued from page 435) 
between stock prices and earnings, 
for quite logical reasons. The divi- 
dend outlook, we repeat, is satis- 
factory, and current yields aver- 
age over 6%. We continue to ad- 
vise 75% invested positions in 
typical accounts. 

Monday, January 24 


BOOK REVIEWS 


This exceedingly timely book consti- 
tutes, in effect, an outline of things to 
come in the next four years. It reveals 





what’s ahead for the nation under the 
legislative and campaign proposals of 
the new Democratic Administration. 


The contents of the book are arranged 
categorically so as to provide an over- 
all view of President Truman’s policies 
and plans with regard to the following 
subjects: The Democratic Way, Inter- 
national Affairs, Big Business, Taxes, 
Agriculture, Labor, Atomic Energy, 
Prices and Inflation, Civil Rights, Social 
Security, Health, Housing, Education, 
Women, Natural Resources, Communism, 


This book presents the answers to 
many of the vital questions all America 
is asking. ; 


Public Affairs Press $2.95 


MUTUAL SAVINGS BANKS IN THE 
SAVINGS AND MORTGAGE 
MARKETS 

By John Lintner 


This is a definitive study of mutual 
savings banks—one of the most impor- 
tant groups of savings institutions in the 
country. It examines in detail their ex- 
perience both as repositories for the pub- 
lic’s savings and as institutions respon- 
sible for the productive investment of 
these funds. 


Part I analyzes the changes which 
have been occurring in the savings 
market among mutual savings banks, 
savings departments of commercial 
banks, savings and loan associations, 
and life insurance companies. The 
author offers concrete suggestions for 
ways in which savings bank manage- 
ments can improve their services and 
merchandising. Special attention is 
given to the experience with savings 
bank life insurance in Massachusetts. 


Part II analyzes the banks’ past in- 
vestment services and policies, especially 
with respect to mortgage loans. Shifts 
in composition of assets and trends in 
income, expenses, and operating posi- 
tion are considered to provide the back- 
ground for a detailed analysis of mort- 
gage lending experience. To provide 4 
basis for management’s judgment in 
determining its reserve requirements 
and its policies with respect to the pru- 
dent selection and servicing of mort- 
gage loans, the final two chapters pre 
sent the results of a detailed statistical 
study of more than 10,000 individual 
loans made by Massachusetts mutual 
savings banks since January 1, 1918 
This analysis should also contribute to 
a better understanding of some of the 
risks involved in real estate mortgages 
which will be helpful to students of busi- 
ness and those insuring or underwriting 
such loans. 
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MANUFACTURING 
CORPORATION 


to American National Defense 





Through NEW YORK SHIPBUILDING 
AVCO Carries Our Flag Overseas 


EW YORK SHIPBUILDING CORPORA- 
N TION is one of the nation’s largest 
designers and builders of ships — vital 
to our world trade. 

Its record in producing battleships, 
aircraft carriers,cruisers and other Navy 
units in World War II is its pledge of 
strength in our National Defense. 

Today, New York Shipbuilding is 
working on many new projects. ‘Three 
new passenger ships, now taking shape, 
will go into around-the-world service 
in 1950. In addition to completing 
post-war Navy work, new construction 
for the Navy includes an antisubma- 
rine submarine and a special type light 
cruiser. Commercial tankers, car-floats 
and barges are also under construction, 


Avco’s interest in New York Ship- 
building is typical of Avco’s contribu- 
tion to American life— doing its part 
to safeguard the nation’s welfare in the 
home, on the farm and in industry. 
Avco’s Planned Diversification is 
not an accident, Its interests are spread 
over many useful fields of American 
activities —Wwhere well-engineered 
products of lasting value have a ready 
market and an appreciative public. 


ECO 


ANUFACTURING 
CORPORATION 


420 LEXINGTON AVE., NEW YORK 17 
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Operating Divisions 
CROSLEY DIVISION 
Television and Radio Receivers, 
Refrigerators and Appliances 
Cincinnati, Ohio; Richmond, Indiana 


AMERICAN CENTRAL DIVISION 
Steel Kitchen Cabinets and Sinks 
Connersville, Indiana 

NEW IDEA DIVISION 
Farm Equipment 
Coldwater and Circleville, Ohio; 
Sandwich, Illinois 


LYCOMING DIVISION 


lircraft and Industrial Engine 
Williamsport, Pennsylvania 


SPENCER HEATER DIVISION 
Heating Boilers and Castings 
Williamsport, Pennsylvania 

Consolidated Subsidiaries 

CROSLEY BROADCASTING CORP. 
Stations WLW and WLW—T 
Cincinnati, Ohio; WINS, New York 

THE NASHVILLE CORPORATION 
Buses, Ranges and Freezers 

CROSLEY DISTRIBUTING CORP. 
1775 Broadway, New York 


Associated Companies 
ACF-BRILL MOTORS COMPANY 
Transit Buses, Trackless Trolleys 

Philadelphia, Pennsylvania 
HALL-SCOTT DIVISION 

Bus, Truck and Marine Engines 

Berkeley, California 

NEW YORK SHIPBUILDING CORP 
Naval Vessels, Commercial Vessels 
Camden, New Jersey 
Airlines Investments 


AMERICAN AIRLINES, INC. 
PAN AMERICAN AIRWAYS CORP. 








